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CHAPTER 1

ETHICS ENFORCEMENT

1.1 The AICPA and the state, territorial and other pro
fessional associations and societies of CPAs ("state societies")
are voluntary private membership organizations.

One common objec

tive of these organizations is to promote and maintain high pro
fessional standards of practice by their members.

In furtherance

of this objective, the bylaws of the AICPA and the state societies
set forth the criteria that a member is expected to observe as a
condition of continued membership.

These bylaws also describe how

a member who may have departed from the criteria for continued mem
bership will be investigated, judged and, if found guilty,
expelled or suspended from membership or otherwise disciplined.
1.2 For example, Section 7.3 of the AICPA bylaws sets
forth the circumstances in which membership in the Institute may
be suspended or terminated without a hearing; these circumstances
are described in more detail in Chapter 2.

Furthermore, Section

3.6.2.3 of the AICPA bylaws establishes a trial board to adjudi
cate charges against members of the Institute pursuant to bylaws
Section 7.4, which states:
"Under such conditions and by such procedure
as the (AICPA) Council may prescribe, a hearing
panel of the trial board, by a two-thirds vote of
the members present and voting, may expel a
member..., or by a majority vote of the members

-2present and voting, may suspend a member for a
period not to exceed two years...or may impose
such lesser sanctions as the Council may prescribe
on any member if
7.4.1 He infringes any of these bylaws or any pro
vision of the code of professional ethics;
7.4.2 He is declared by a court of competent jurisdic
tion to have committed any fraud;
7.4.3 He is held by a hearing panel of the trial board
to have been guilty of an act discreditable to the pro
fession, or to have been convicted of a criminal offense
which tends to discredit the profession; provided...,
7.4.4 He is declared by any competent court to be insane
or otherwise incompetent;
7.4.5 His certificate as a certified public accountant
or license or permit to practice as such or to practice
public accounting is suspended, revoked, withdrawn or
canceled as a disciplinary measure by any governmental
authority; or
7.4.6 He fails to cooperate with the Professional Ethics
Division in any disciplinary investigation of him or his
partner or employee by not making a substantive response
to interrogatories or a request for documents from a
committee of the Professional Ethics Division..."1

1The full text of the AICPA bylaws and implementing resolutions of
the Council is printed in Volume 1 of AICPA Professional
Standards.
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The bylaws of most state societies include a grant of similar
powers by incorporating the agreements described in Paragraph 1.5
by reference.
1.3 The AICPA bylaws also establish a Professional
Ethics Division and its executive committee as follows:2
"The executive committee of the professional
ethics division shall serve as the ethics commit
tee of the Institute, and there shall be such
other committees within the Division as the Board
of Directors shall authorize.

The executive com

mittee shall (1) subject to amendment, suspension
or revocation by the Board of Directors, adopt
rules governing procedures consistent with these
bylaws or actions of Council to investigate poten
tial disciplinary matters involving members,

(2)

arrange for presentation of a case before the
trial board where the committee finds prima facie
evidence of infraction of these bylaws or of the
code of professional ethics,

(3) interpret the

code of professional ethics,

(4) propose amend

ments thereto, and (5) perform such related ser
vices as the Council may prescribe."
Each state society also has an ethics committee.

The respon-

2AICPA bylaws Section 3.6.2.2.
See Appendix Q for a full set of
AICPA bylaws and Council resolutions pertaining to ethics
enforcement.

-4sibilities of a state society’s ethics committee may not be iden
tical with those of the AICPA’s Professional Ethics Division?
however, the Division and the state society committees have at
least one responsibility in common, that is, to jointly investi
gate potential disciplinary matters and arrange for the presen
tation of cases before the Joint Trial Board when prima facie
evidence of infraction of an applicable (to a member) code of
professional ethics is found.
Joint Ethics Enforcement Plan
1.4 The A ICPA and each of the state societies have
respective codes of professional ethics that their members are
obligated to observe as a condition of their memberships.3

The

provisions of the codes of many state societies are identical
with, or similar to, the provisions of the AICPA code.4

Because

of this identity and similarity, and because it is not uncommon
for a CPA to be a member of both the AICPA and one or more state
societies, the AICPA and virtually all of the state societies
have joined together to create the Joint Ethics Enforcement Plan
("JEEP").
1.5 JEEP has been created by a series of agreements.

3The full text of the AICPA Code of Professional Ethics (Rules of
Conduct, Interpretations of the Rules of Conduct, and Ethics
Rulings) is printed in Volume 2 of AICPA Professional
Standards.
4See Appendix B for information about the conformity of the codes
of professional ethics of state societies with the AICPA Code
of Professional Ethics.

-5Each of these agreements is between the AICPA and a state
society.a
5 state society that has such an agreement currently
in force is a participating state society.
1.6 The purpose of a JEEP agreement between the AICPA
and a state society is to permit joint enforcement of their
respective codes of professional ethics with respect to a member
of either or both by means of a single investigation a n d , if
warranted, a single trial board hearing.
1.7 To accomplish the purpose of JEEP, the substance of
the following provision has been incorporated into the bylaws of
each participating state society:
"...

(a) Whenever a member of the (named) Society,

whether or not he or she is a member of the
American Institute of Certified Public Accountants,
shall be charged with violating these Bylaws or
any code of Professional Ethics promulgated
hereunder the said charge shall be initiated in
accordance with the terms of any then subsisting
agreement between the (named) Society and the
AICPA relating to ethics enforcement.
" (b) In the further event that a hearing is
required to dispose of such charge or charges, the
hearing shall be conducted under the terms of the

5Appendix C is the form of the standard JEEP agreement between the
AICPA and a state society.

-6aforesaid agreement, the then operative rules of
the Joint Trial Board Division and the then opera
tive joint ethics enforcement procedures in effect
by virtue of the agreement between the (named)
Society and the AICPA..."
Section 7.4 of the AICPA bylaws (quoted in part in paragraph 1.2)
ends with the following:
"With respect to a member residing in a state
which has entered into an agreement approved by
the Institute’s Board of Directors for the conduct
of Joint Trial Board hearings, disciplinary
hearings shall be conducted before the appropriate
hearing panel."
1.8 In essence, JEEP is an enforcement procedure in
which the AICPA Professional Ethics Division and the ethics com
mittees of the participating state societies act like (and the
analogy is far from perfect) combination district attorneys and
grand juries, while hearing panels of the trial board act like
(and, again, the analogy is exaggerated) trial courts.

A third

element, the National Review Board, created by resolution of the
AICPA Council, has certain appellate functions as well as limited
original jurisdiction on petition.
1.9 Although JEEP is a joint enforcement procedure, it
should be recognized that:
(a) the codes of professional ethics enforced

-7under JEEP can differ; when charges are made in
relationship to membership in the AICPA and one or
more participating state societies, such charges
must recognize any differences in their respective
codes;
(b) enforcement of rules against competitive
bidding is excluded from the JEEP process by every
one of the agreements between the AICPA and the
participating state societies; and
(c) on advice of legal counsel and after con
sideration of the Federal antitrust statutes,
neither the Joint Trial Board nor the AICPA
Professional Ethics Division will participate in
the enforcement of rules against solicitation or
advertising that is not violative of Rule 502 of
the Rules of Conduct of the AICPA Code of
Professional Ethics.
This Manual
1.10 The standard JEEP agreement between the AICPA and
a state society6 provides that investigations of potential
disciplinary matters are to be conducted in accordance with
Exhibit A thereto.

Chapters 3, 4, and 5 of this manual will

constitute such Exhibit A effective

6Ibid.

, 198 .
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1.11 Section 3.6.2.2 of the AICPA bylaws (quoted in
Paragraph 1.3) provides that the Professional Ethics Executive
Committee shall, among other things, “ (1) subject to amendment,
suspension or revocation by the Board of Directors, adopt rules
governing procedures consistent with these bylaws or actions of
Council to investigate potential disciplinary matters involving
members..."

Chapters 3, 4 and 5 hereof constitute such "rules

governing procedures"

effective

, 198 , unless

amended, suspended, or revoked by the AICPA Board of Directors.
1.12 Beyond the required purposes described in the pre
ceding Paragraph 1.11, this manual is intended to be useful to
members of ethics committees in discharging their responsibility
to investigate potential disciplinary matters and present a case
before the trial board when they find prima facie evidence of an
infraction of a code of professional ethics that warrants such
action.
1.13 To make this manual more useful to members of
ethics committees, the AICPA Professional Ethics Executive
Committee has authorized the inclusion of appendices.

These

appendices are not part of Exhibit A, which is described in
Paragraph 1.10.

The Executive Committee may add, delete or amend

appendices when it concludes that it would be useful to do so.
Ethics committees of participating state societies are invited
and encouraged to submit ideas for new and changed appendices to
the Executive Committee.

An appendix may not, of course, be

-9inconsistent with the text of this manual.
Definitions
1.14 In general, the terms used in this manual are
self-explanatory or defined the first time each is used.7

The

term "an ethics committee" means, unless otherwise suggested by
the context in which it is used, a committee that has the
authority to conduct an investigation under the terms of JEEP.
An ethics committee may be the AICPA Professional Ethics
Executive Committee, a subcommittee or task force of the AICPA
Professional Ethics Division or the ethics committee of a par
ticipating state society or of a chapter of a participating state
society.

7A glossary of terms used in this manual is in Appendix R.

-10-

CHAPTER 2
AUTOMATIC DISCIPLINE

Suspension or Termination of
Membership Without a Hearing
2.1 Sections 7.3.1 and 7.3.2 of the AICPA bylaws read
as follows:
"7.3.1 Members in the Institute shall be suspended
without a hearing should there be filed with the secre
tary of the Institute a judgment of conviction imposed
on any members for
7.3.1.1 A crime punishable by imprisonment for
more than one year;
7.3.1.2 The willful failure to file any income tax
return which he, as an individual taxpayer, is required
by law to file;
7.3.1.3 The filing of a false or fraudulent income
tax return on his or a client’s behalf; or
7.3.1.4 The willful aiding in the preparation and
presentation of a false and fraudulent income tax
return of a client; and shall be terminated in like
manner upon the similar filing of a final judgment of
conviction; however, the Council shall provide for the
consideration and disposition by the trial board, with
or without hearing, of a timely written petition of
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any member that his membership should not be suspended
or terminated pursuant to Section 7.3.1.1, herein."
7.3.2 Membership in the Institute shall be
suspended without a hearing should a member’s cer
tificate as a certified public accountant or license or
permit to practice public accounting be suspended as a
disciplinary measure by any governmental authority;
but, such suspension of membership shall terminate upon
reinstatement of the certificate, or such membership in
the Institute shall be terminated without hearing
should such certificate, license or permit to practice
be revoked, withdrawn or cancelled as a disciplinary
measure by any governmental authority.

The Council

shall provide for the consideration and disposition by
the trial board, with or without hearing, of a timely
written petition of any member that his membership
should not be suspended or terminated pursuant to this
Section 7.3.2."
In connection with Section 7.3.2., the AICPA Board of Directors
adopted a resolution on November 4, 1977, that declared that when
a member’s only remaining (original or reciprocal) certificate or
license to practice is suspended or revoked by a state board of
accountancy for failure to comply with a mandatory CPE require
ment, the automatic disciplinary provisions of the bylaws should
result in automatic suspension or termination of AICPA membership

-12-

unless the member is retired or disabled.
2.2 The bylaws of a number of participating state
societies contain automatic disciplinary provisions identical
with those set forth in Paragraph 2.1.8

If a participating state

society's bylaws do not include provisions for automatic
discipline, criminal conviction or suspension or revocation of a
member's CPA certificate, the matter should be investigated as
provided in Chapters 3 and 4.
2.3 The conduct of a member who is disciplined in
accordance with Section 7.3.1 or Section 7.3.2 of the AICPA
bylaws (see Paragraph 2.1), or a similar section of the bylaws of
a participating state society, is not usually investigated under
JEEP.

However, Section 7.3.3 of the AICPA bylaws reads as

follows:
"Application of the provisions of Section
7.3.1 and Section 7.3.2 shall not preclude the
summoning of the member concerned to appear before
a hearing panel of the trial board pursuant to
Section 7.4."
This means that, at least insofar as AICPA membership is con
cerned, an ethics committee may investigate the conduct of a
suspended member (but not a terminated member) in accordance with

8Appendix B contains a table that indicates which state societies
have adopted bylaws that contain the same automatic discipli
nary provisions as the AICPA's bylaws.

-13Chapter 3 and present a case before a hearing panel of the trial
board in accordance with Chapter 4.
Exchange of Information
2.4 The AICPA will notify a participating state society
whenever the automatic disciplinary provisions of its bylaws are
invoked against a member who also appears to be a member of the
society.

Each participating state society is requested to notify

the AICPA Ethics Division whenever it becomes aware of a matter
that should cause the automatic disciplinary provisions of the
AICPA bylaws to be invoked.
State Board Actions
2.5 A state board of accounting ("state board” ) may
choose to impose sanctions, restrictions, requirements, etc. on a
member or his firm, but may not choose to revoke or suspend the
member’s CPA certificate or license.

In such a situation, the

member’s conduct that caused the state’s action should be investi
gated and adjudicated in accordance with Chapters 3, 4, and 5 of
this manual.

(See Paragraphs 3.3-4 to determine whether the

investigation should be initiated by the AICPA Ethics Division or
the ethics committee of a participating state society.)

-14CHAPTER 3

INVESTIGATIONS OF POTENTIAL DISCIPLINARY MATTERS
3.1 Among the principal functions of an ethics commit
tee are (a) investigating potential disciplinary matters
involving one or more members and (b) when it finds prima facie9
evidence of an infraction of an applicable code of professional
ethics10 arranging for presentation of a case before a hearing
panel of the trial board, issuing administrative reprimands, or
issuing letters of minor violation.
3.2 A finding of prima facie evidence of infraction of
a code of professional ethics10 is a formal action of an ethics
committee.

An ethics committee cannot make a finding until it

has reviewed and discussed the results of an investigation that
has been conducted in accordance with this chapter.

Chapter 4

describes findings.
ALLOCATION OF INVESTIGATIONS AMONG

ETHICS COMMITTEES
3.3 A purpose of JEEP is to eliminate duplicate
investigations of a potential disciplinary matter by both the

9 "Prima facie” means (a) true, valid, or sufficient at first
impression; apparent; (b) self-evident; (c) sufficient to
establish a fact or a case unless disproved.
10An "applicable code of professional ethics" or "a code of pro
fessional ethics" is one that a member of the AICPA and/or a
participating state society must observe as a condition of
membership.
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AICPA Ethics Division and the ethics committee or committees of
one or more participating state societies.

To this end, the

ethics committee of a participating state society is expected to
investigate a potential disciplinary matter involving the
society’s members unless (a) that committee requests the AICPA
Ethics Division to conduct the investigation and the Division
agrees to do so,

(b) the AICPA Ethics Division has the right to

conduct the investigation in accordance with Paragraph 3.8, or
(c) the AICPA Ethics Division chooses to enter and complete an
investigation in accordance with Paragraph 3.11.
3.4 In addition, the ethics committee of a par
ticipating state society may, at the request of the AICPA Ethics
Division, conduct an investigation involving one or more members
of the AICPA who are not members of the society.

Similarly, the

AICPA Ethics Division may, at the request of the ethics committee
of a participating state society, conduct an investigation
involving one or more members of the society who are not members
of the AICPA.
COMPLAINTS AND OTHER INFORMATION
3.5 A potential disciplinary matter may come to the
attention of an ethics committee as a result of:
(a) a complaint (see Paragraph 3.6),
(b) other information (see Paragraph 3.7), or
(c) a referral (see Paragraphs 3.8-9).
3.6 A complaint is a written communication addressed to
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an ethics committee, a participating state society, or the AICPA
that implies, alleges, or suggests that a member or a firm11
has, or may have violated one or more provisions of an applicable
code of professional ethics.

A complaint may be made by a member

or a nonmember.
3.7 Other Information is any information sent to, or
obtained by, an ethics committee that alleges, implies, or
suggests the possibility that a member or a firm may have
violated one or more provisions of an applicable code of pro
fessional ethics.

Other information may be obtained from any

source whatsoever including, but not limited to, programs and
activities of the AICPA (including the Division for CPA firms)
and participating state societies; Federal, state, and local
governmental agencies; media reports; anonymous "tips;" and
announced decisions of judicial and regulatory authorities

(e.g.,

the SEC and state boards of accountancy).
REFERRALS
3.8 A complaint or other information that is received
or obtained by the AICPA Ethics Division will ordinarily be
referred to the ethics committee of the appropriate participating
state society for investigation.

However, the Division has the

right to conduct the investigation when it receives or obtains a
complaint or other information:

11See, however, Paragraphs 3.23-30.
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(a) that involves a matter of broad national
or international interest;
(b) that arises from litigation or regulatory
proceedings involving auditing, accounting, and/or
independence issues;
(c) from the SEC Practice Section of the AICPA
Division for CPA firms or any committee thereof, in
cluding the Special Investigations Committee;12
(d) from a department, agency, regulatory
commission, or other unit of the U.S. Federal
government; and
(e) that appears to involve members of more
than one participating state society.
3.9 If the ethics committee of a participating state
society receives or obtains a complaint or other information that
meets one or more of the criteria set forth in (a) through (e) of
the preceding paragraph, it shall refer the complaint or other
information to the AICPA Ethics Division for investigation.

In

addition, the ethics committee of a participating state society
may, as indicated in Paragraph 3.3, request th e AICPA Ethics
Division to investigate any complaint or other information that
it receives or obtains.

Furthermore a participating state

12Appendix D is the Memorandum of Understanding on Cooperation and
Coordination between the AICPA Professional Ethics Division and
the Special Investigations Committee of the SEC Practice
Section.

-18-

society may require the AICPA Ethics Division to assume jurisdic
tion over any matters described in Paragraph 3.8.
TIMELINESS
3.10 A timely investigation is one in which:
(a) within 90 days of receipt of the complaint,
other information, or referral:
(1) the initial review has been completed in
accordance with Paragraphs 3.13-16;
(2) The complaint or other information has, if
required, been acknowledged in accordance with
Paragraphs 3.17-18; and
(3) either inquiries have been addressed to
the member’s firm in accordance with Paragraphs
3.23-27 or opening letters have been sent to the
initial respondents in accordance with Paragraphs
3.37-43;
(b) AICPA Council implementing resolution
BL740R.02

(See Appendix A) grants the right to an AICPA

member who files a complaint against an AICPA member to
have that complaint considered by the National Review
Board if an ethics committee fails to initiate investi
gation of the complaint within 90 days.

If an ethics

committee fails to initiate investigation of such
complaint in 90 days that fact must be communicated to
the complainant.

See Appendix A for the appropriate
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form of notice.
(c) within 15 mo n t h s of receipt of the complaint,
other information, or referral (exclusive of any time
during which the investigation is deferred pending the
completion of litigation in accordance with Paragraph
3.31), the investigation is completed and a finding is
made and approved as described in Chapter 4.
3.11 When the AICPA Ethics Division has referred a
complaint or other information to the ethics committee of a par
ticipating state society for investigation, the Division may, if
it chooses to do so and so notifies the participating state
society, enter and complete the joint investigation if the ethics
committee of the participating state society fails to meet either
of the criteria for a timely investigation.

Similarly, when the

ethics committee of a participating state society has referred a
complaint or other information to the AICPA Ethics Division for
investigation, the committee may, if it chooses to do so and so
notifies the Division, enter and complete the joint investigation
if the Division fails to meet either of the criteria for a timely
investigation.13

13Paragraphs 3.10 and 3.11 are intended only to control the admin
istrative relationships between participating ethics commit
tees of the JEEP structure; they do not create any rights in
respondents (see Paragraphs 3.28-30) to a conclusion of any
ethics investigation in any certain time.

-20CONDUCT OF AN INVESTIGATION
3.12 An investigation of a potential disciplinary
matter should ordinarily include the following steps:
(a) Make an initial review of the complaint or
other information in accordance with Paragraphs
3.13-16.
(b) Acknowledge receipt of the complaint or other
information in accordance with Paragraphs 3.17-18.
(c) Assign a distinct alphabetic and/or numeric
identification code to the investigation in accordance
with Paragraphs 3.19-22.
(d) If the complaint or other information alleges,
implies, or suggests the possibility that unidentified
members who are partners, shareholders, or employees of
a firm may have violated a code of professional ethics,
address a letter of inquiry to that firm in accordance
with Paragraphs 3.23-27.
(e) Identify the initial respondents; see
Paragraphs 3.28-30.
(f) If the investigation is to be deferred in
accordance with Paragraphs 3.31-33 and if initial
respondents have not been identified, confirm arrange
ments with a temporary respondent in accordance with
Paragraphs 3.34-36.
(g) Send an opening letter to each respondent as

-21he becomes known; see Paragraphs 3.37-43.
(h) As they become known, identify the temporary
respondent, if there is one, and the respondents in the
A I C P A ’s and the appropriate state society’s membership
records; see Paragraphs 3.36 and 3.43.
(i) If needed, appoint and instruct an ad hoc
investigator in accordance with Paragraphs 3.44-48.
(j) Gather a n d examine evidence; see Paragraphs
3.49-61.
(k) Offer a meeting to each respondent and hold
the meeting if and when the offer is accepted; see
Paragraphs 3.62-75.
(l) Prepare an investigation summary for con
sideration by the full committee; see Paragraphs
3.76-79.
(m) Arrange for the full committee to review and
discuss the evidence obtained and make a finding; see
Chapter 4.
The general rules in Paragraphs 3.80-82 are to be observed in
each investigation.
Initial Review
3,13 An initial review should be made of each complaint
or other information to determine whether further investigation
is warranted.

Further investigation is not warranted if it can

be determined that:

-22(a) no provision of a code of professional ethics
applies to the subject matter of the complaint or other
information;
(b) the allegation, implication, or suggestion
contained in the complaint or other information would
not constitute a violation of a code of professional
ethics even if it were found to be true;
(c) the facts, circumstances, and respondents to
be investigated are identical with those of an existing
or closed JEEP investigation; and/or
(d) AICPA Council implementing resolution
BL740R.02

(See Appendix A) grants the right to an AICPA

member who files a complaint against an AICPA member to
have that complaint considered by the National Review
Board if an ethics committee dismisses -the complaint
-under (a), (b), or (c) above.

If an ethics committee

dismisses the complaint, that fact must be communicated
to the complainant.

See Appendix A for the appropriate

form of notice.
(e) none of the persons involved are members of a
participating state society or the AICPA.
If no further investigative steps are undertaken only because
none of the persons involved are members of a participating
state society or the AICPA (e above), the matter should ordinarily
be referred to the appropriate state board or boards.

A decision
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that no further investigation need be conducted m a y be made by
the full ethics committee or by individuals or subgroups
designated by the committee or its operating procedures.
3.14 As part of its initial review, an ethics committee
or its designee may hold discussions with representatives of the
firm involved, orally question one or more members, call for
further information from any source whatsoever (including the
complainant or source of the other information) and/or take any
appropriate related actions.
3.15 An ethics committee conducting the initial review
of a referred complaint or other information will promptly notify
the referring body14 if it is decided that no further investiga
tion is warranted.

Nothing more need be done.

3.16 If, as part of the initial review, discussions are
held with representatives of the firm involved, those represen
tatives should be advised in writing whether (a) the AICPA Ethics
Division and the ethics committee of the participating state
society agree that no further investigation will be undertaken or
(b) an investigation will be conducted.

If no further investiga

tion will be undertaken, the written communication to the firm's
representatives should also advise them that the matter could be

14If the complaint or other information had been referred to the
ethics committee of a participating state society by the AICPA
Ethics Division, the Division is the referring body.
If the
complaint or other information had been referred to the AICPA
Ethics Division by the ethics committee of a participating
state society, that committee is the referring body.
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reopened if additional evidence becomes available.

If an

investigation is to be conducted and if a letter of inquiry is to
be sent to the firm in accordance with Paragraphs 3.23-27, a
separate letter to the firm’s representatives advising them that
an investigation will be conducted may be unnecessary.

Please

refer to the section on timeliness set forth at Paragraph 3.10.
Acknowledgment of a Complaint
or Other Information
3.17 Each complaint should be acknowledged in a letter
to the complainant.

Other information may be acknowledged in a

letter to its source if courtesy and good taste so dictate.

An

acknowledgment letter should ordinarily:
(a) acknowledge receipt of the complaint or other
information;
(b) state that the committee will contact the
complainant or supplier of the information if further
information is needed;
(c) state that an initial review and, if
necessary, an investigation will be conducted in accor
dance with the procedures of the Joint Ethics
Enforcement Plan of the AICPA and the (named) par
ticipating state society or societies; and
(d) state that the procedures of the Joint Ethics
Enforcement Plan require that any investigation be con
ducted in a confidential manner and that unless the

-25matter is presented to a hearing panel of the Joint
Trial Board and the panel finds one or more members
guilty of violating a code of professional ethics, the
results will not be published.
(e) If the complainant and respondent are members
of the AICPA, the letter of acknowledgment should
inform the complainant, if appropriate, that the
complaint was dismissed after an initial review (See
Paragraph 3.13) and that AICPA Council implementing
resolution BL470R.02 gives the complainant the right to
present the complaint in writing to the National Review
Baord by sending a copy of the complaint to the
Secretary of the Joint Trial Board at the AICPA head
quarters with a written request that it be presented to
the National Review Board.

For this subparagraph (e)

to apply to complainants and respondents who are state
society members only, appropriate amendments need be
made to a state society’s bylaws.
3.18 The identity of the complainant is not disclosed
to the accused firm or members unless necessary; for example if a
client alleges that a firm o r member retained the client’s
records in violation of Rule 501, as described in Interpretation
501-1, of the AICPA Code of Professional Ethics, it will be
necessary to properly conduct the investigation to disclose the
name of the complainant to the accused firm or member.

See

-26Paragraph 3.10.
Identification of Investigations
3.19 The staff of the AICPA Ethics Division assigns a
distinct alphabetic/numeric identification code to each investi
gation that it conducts or refers to the ethics committee of a
participating state society.
3.20 The ethics committee of a participating state
society should arrange for the assignment of a distinct alphabetic
and/or numeric identification code to each investigation that it
conducts as a result of a complaint or other investigation
received or obtained directly by it; the comm ittee may also
assign such a code to an investigation that it refers to the
AICPA Ethics Division.
3.21 An ethics committee conducting the investigation
of a referred complaint or other information may arrange to
assign its own identifying code to the investigation.

Such a code

can then be used in addition to, but not in place of, the iden
tifying code of the referring body.15
3.22 The appropriate identifying code or codes should
be

placed on all correspondence, internal memoranda and com

munications, and relevant documents obtained or produced during the
investigation except external correspondence to respondents.

15See footnote 14
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3.23 An investigation may be undertaken because a
complaint or other information alleges,

implies, or raises the

possibility that one or more unknown members who are partners,
shareholders, or employees of a firm16 may have violated one or
more provisions of a code of professional ethics.

However, an

ethics committee may only make findings17 with respect to indi
vidual members, not firms.

Accordingly, when a complaint or other

information identifies a firm (or firms), but not members, the
ethics committee conducting the investigation should arrange to
send a letter of inquiry to the firm seeking the names of those
individual members whose responsibilities or duties indicate that
they were responsible for the subject matter of the investigation.
3.24 A letter of inquiry should ordinarily be sent to
the firm’s highest executive who is a member; this will usually
be its chief executive.

However, if a firm has designated

another of its partners or shareholders to receive such letters
and if such partner or shareholder is a member, the letter may be
sent to that designated partner or shareholder.

Copies of a

letter of inquiry may also be sent to other persons designated by
the firm, e.g.,

its legal counsel.

16For this purpose, a firm means a partnership, a professional
corporation, or a member practicing as a proprietorship that
has professional employees.
17 See Paragraphs 3.1-2 and Chapter 4
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3.25 A letter of inquiry should ordinarily:
(a) describe the issues or subject matter being
investigated;
(b) state that the investigation is being con
ducted under the authority of the bylaws of the AICPA
and the (named) participating state society or
societies and in accordance with the procedures of
their Joint Ethics Enforcement Plan;
(c) state that the procedures of the Joint Ethics
Enforcement Plan require that the investigation be con
ducted in a confidential manner and that, unless the
matter is presented to a hearing panel of the Joint
Trial Board and the panel finds one or more members
guilty of violating a code of professional ethics, the
results will not be published?
(d) request, if the investigation involves one or
more engagements for a client, the names of the engage
ment partner and other engagement supervisory person
nel, together with information regarding their
memberships in the AICPA and in state societies?
(e) request, if the matter being investigated
involves actions of the firm that are not associated
with one or more engagements for a client, the names of
members responsible for such actions?
(f) state that if the issues in the investigation

-29are concurrently the subject of a formal proceeding,
investigation, or appeal before a state or Federal
civil or criminal court or regulatory agency, the firm
may submit a written request for deferral of the
investigation (see Paragraphs 3.31-33) and, in lieu of
furnishing the names of members responsible for the
matter being investigated, may furnish the name of a
temporary respondent (see Paragraph 3.34);
(g) state the responsibilities of a temporary
respondent (see Paragraph 3.34);
(h) state that a request for deferral of the
investigation must be accompanied by a letter from the
temporary respondent agreeing to undertake the stated
responsibilities;
(i) advise the firm that it may designate an indi
vidual to (1) receive copies of correspondence relating
to the investigation that is directed to its partners
and professional employees and (2) act on behalf of its
partners and professional employees who may be
designated by the committee as respondents (see
Paragraphs 3.28-30) unless such a respondent advises
the committee to the contrary; and
(j) request a response within 30 days of the date
of the letter.
3.26 An ethics committee conducting the investigation

-30of a referred complaint or other information shall send a copy of
a letter of inquiry to the referring body.1 8
3.27 If a substantive response is not received to a
letter of inquiry within 30 days, a follow-up request should be
sent by registered or certified mail, receipt requested and
postage prepaid.

The follow-up request should describe or

include a copy of the provisions of the bylaws of the AICPA and
the (named) participating state society that impose a duty to
cooperate on a member.19

If an adequate response is not

received within 30 days of the follow-up request, the matter
should be referred to the full committee for action in accordance
with Paragraphs 4.29-36 ("Failure to cooperate").
Identification of Respondents
3.28 A respondent in an ethics investigation is a
member (not a firm) whom the ethics committee (or its designee)
conducting an investigation has tentatively identified as poten
tially responsible for an alleged, implied, or suggested viola
tion of an applicable code of professional ethics.

There may be

one or more respondents in an investigation.
3.29 From the data included in the complaint or other
information obtained during the initial review, furnished by the
firm, or supplied by the temporary respondent, an ethics commit-

18See Footnote 14.
19See Section 7.4.6 of the AICPA bylaws.
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or more members as the initial respondents.

This designation

does not imply that those members have violated an applicable
code of professional ethics? it only means that if prima facie
evidence of a violation is found, the ethics committee may hold
them responsible for the violation.
3.30 The initial designation of respondents is not
conclusive.

The committee or its designee may, as the investiga

tion proceeds, designate additional members as respondents.
However, once an opening letter is sent to a respondent in accor
dance with Paragraphs 3.37-43, the investigation must proceed to
a finding (see Chapter 4) with respect to that respondent.
Deferral Pending the Completion of a
Legal or Regulatory Proceeding
3.31 An investigation by an ethics committee of issues
that are concurrently

the subject of (a) a formal legal pro

ceeding pending before a state or Federal civil or criminal
court,

(b) a formal proceeding or investigation by a state or

Federal regulatory agency (for example, a state board or the U.S.
Securities and Exchange Commission) and/or (c) a formal appeal
actually undertaken from a decision of a state or Federal civil
or criminal court or regulatory agency may unfairly prejudice the
litigation position of a respondent.

Accordingly a letter of

inquiry to a firm (see Paragraph 3.25) and an opening letter to a
respondent (see Paragraphs 3.37-43) ordinarily include a
paragraph similar to the following:
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"The (named) committee will, if you so request,
defer this investigation if the issues involved are
concurrently the subject of (a) a formal legal pro
ceeding before a state or Federal civil or criminal
court,

(b) a formal proceeding or investigation by a

state or Federal regulatory agency (e.g., a state
board of accountancy, the U.S. Securities and Exchange
Commission), and/or (c) a formal appeal actually under
taken from a decision of a state or Federal civil or
criminal court or regulatory agency.

Any request

you make for deferral must be in writing and specifi
cally represent that the issues involved in the
investigation are the subject of a formal proceeding,
investigation, and/or appeal before a state or Federal
court or regulatory agency.

The investigation will be

resumed at the completion of the proceeding, investiga
tion, and/or appeal.

You will receive periodic

inquiries from the committee or its staff requesting
information about the status of such proceeding,
investigation, and/or appeal."
In certain unusual situations (e.g., where the threat of litiga
tion is present or where an accounting firm has prevailed in
defense of a complaint against it but continues in the litigation
as a counterclaimant or other third-party plaintiff) litigation
deferral may be granted if appropriate under all the circumstan
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3.32 During the period in which an investigation is
deferred, the committee conducting the investigation should
periodically send written inquiries to the respondents or tem
porary respondent requesting information about the status of the
proceeding, investigation, or appeal.

The name of the court or

agency and the docket number of the case should be obtained.

If

a satisfactory response is not received within 30 days of the
date of such an inquiry, the matter should be referred to the
full committee for action in accordance with Paragraphs 4.29-36
("Failure to cooperate").
3.33 The investigation should be resumed promptly when
the proceeding, investigation, and/or appeal is completed.
Temporary Respondent
3.34 If, without furnishing the names of individuals
responsible or the matter being investigated, a firm requests
deferral of an investigation, it must designate a partner or
shareholder who is subject to the jurisdiction of JEEP to act as
the temporary respondent during the deferral period.

A temporary

respondent must undertake the following responsibilities:
(a) to safeguard, to the extent the firm is able
to do so, the firm’s files pertaining to the issues
involved in the investigation with special attention to
any pertinent engagement working papers.
(b) to notify the committee forthwith if any mem-

-34-

bers who might have been identified as respondents in
the investigation leave the employ of, or partnership
in, the firm.

(This is to prevent the resignation of

such members from the participating state society
and/or the AICPA to thwart the investigation.)
(c) to respond to periodic inquiries from the com
mittee about the status of the legal or regulatory pro
ceeding, investigation, and/or appeal.
(d) to disclose to the committee within 30 days of
the conclusion of the legal or regulatory proceeding,
investigation, and/or appeal the names of the members
responsible for the engagement(s ) or matter(s) being
investigated (see d and e of Paragraph 3.25).
3.35 A firm’s request for deferral of an investigation
must be accompanied by a letter from the temporary respondent in
which he agrees to undertake the responsibilities set forth in
Paragraph 3.34.
3.36 During the period of deferral, the name of the
temporary respondent should be identified in some confidential
manner in the membership records of the AICPA and the par
ticipating state society or societies.
Opening Letters
3.37 Each respondent must be sent an opening letter.
An opening letter should be sent to the respondent at his lastknown address shown on the books of the AICPA or the par
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ticipating state society.
3.38 An opening letter20 should:
(a) state that an investigation of the
respondent’s conduct has been initiated;
(b) describe the issues or subject matter being
investigated;
(c) state that the investigation is being con
ducted under the authority of the bylaws of the AICPA
and the (named) state society or societies and in
accordance with the procedures of their Joint Ethics
Enforcement Plan;
(d) state that although initiation of the investi
gation does not imply that a violation of a code of
professional ethics has occurred, the investigation may
result in the committee preferring charges of violation
of the AICPA’s and the state society’s Code of
Professional Ethics and that relevant information
arising from the investigation may form a part of any
such charges;
(e) state that the procedures of the Joint Ethics
Enforcement Plan require that the investigation be con
ducted in a confidential manner and that, unless the
matter is presented to a hearing panel of the Joint

20Appendix E is an example of an appropriate opening letter.
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Trial Board and the panel finds him guilty of violating
a code of professional ethics, the results of the
investigation will not be published in the CPA Letter
or other publication of the AICPA or the participating
state society;
(f) state that, if the issues in the investigation
are concurrently the subject of a formal proceeding,
investigation, and/or appeal before a state or Federal
civil or criminal court or regulatory agency, he may
submit a written request for deferral of the investiga
tion (see Paragraph 3.31);
(g) state (1) that, if the investigation is
deferred pending the completion of a legal or regula
tory proceeding, investigation, and/or appeal, it will
be resumed promptly at the completion of such pro
ceeding, investigation, and/or appeal; and (2) he will
receive periodic inquiries from the committee or its
staff requesting information about the status of such
proceeding, investigation, and/or appeal (see Paragraphs
3.32-33); and
(h) describe any arrangements made with his firm in
accordance with Item (i) of Paragraph 3.25.
3.39 An opening letter should also include;
(a) interrogatories (i.e., questions) about the
issues being investigated;
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(b) a request for relevant documents (e.g.,
auditors’ compilation or review reports and the accom
panying financial statements; engagement working
papers; relevant court or regulatory agency documents;
etc.); and
(c) a request that a substantive response to the
interrogatories and/or the request for documents be
furnished within 30 days of the date of the letter as
required by Section 7.4.6 of the AICPA bylaws or any
similar requirement included in the bylaws or code of
ethics of the participating state society.
If a substantive response is not received within 30 days, a
follow-up request should be sent by registered or certified mail,
receipt requested and postage prepaid.

The follow-up request

should describe the provisions of the bylaws of the AICPA21 and
the (named) participating state society that impose a duty to
cooperate on a member.22

If a substantive response is not

received within 30 days of the follow-up request, the matter
should be referred to the full committee for action in accordance
with Paragraph 4.29-36 ("Failure to cooperate").
3.40 Ordinarily, the interrogatories and requests for
documents included in an opening letter are limited to what the

21See Section 7.4.6 of the AICPA bylaws.
22Appendix F is an example of an appropriate follow-up request.
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committee or its designee can reasonably conclude will be needed
to complete the task of identifying respondents and begin the
task of gathering evidence.

Therefore, the opening letter should

advise the respondent that additional interrogatories and
requests for relevant documents may be forthcoming.

If no

interrogatories or requests for documents are included in an
opening letter, there should be some description of the issues
involved in the investigation as the committee views them at that
time.
3.41 A copy of each opening letter sent by the ethics
committee of a participating state society should be sent to the
AICPA Ethics Division; this applies to all investigations, not
just those referred to the committee by the Division.
3.42 A copy of each opening letter sent by the AICPA
Ethics Division shall be sent to the participating state society
or societies of which the respondent is known to be a member.
3.43 As they become known, the names of respondents
should be identified in some confidential manner in the
appropriate membership records of the AICPA and participating
state societies.

The purpose of this is to prevent the resigna

tion of respondents from membership in order to thwart the
investigation.

Please refer to the section on timeliness set

forth at Paragraph 3.10.
Ad hoc Investigator
3.44 The operating procedures of an ethics committee
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may provide for the appointment of an ad hoc investigator to
assist the committee in an investigation.

An ad hoc investigator

must be a member of the AICPA and/or of a participating state
society who is not a member of the committee or its staff.
3.45 An ad hoc investigator may be appointed to assist
in an investigation when one or more of the following conditions
are present in an investigation:
(a) the issues are complex;
(b) the committee and its staff do not include one
or more persons with adequate training or experience to
investigate the unique or specialized issues involved;
and/or
(c) it appears that a large amount of evidence
must be gathered and examined (e.g., numerous engage
ment working paper files, extensive depositions and
court transcripts, etc.).
3.46 An an hoc investigator should ordinarily be fur
nished with written guidelines or instructions prepared by the
committee's staff or one or more members of the committee.
3.47 The usual duties of an ad hoc investigator are to:
(a) gather and examine evidence;
(b) develop interrogatories and requests for
relevant documents;
(c) identify additional respondents; and
(d) make recommendations to the committee that
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will assist it in making findings (see Chapter 4).
3.48 An ad hoc investigator may, subject to the provi
sions of the committee’s operating procedures:
(a) attend portions of committee meetings at which
the investigation is discussed and participate in the
discussion;
(b) have access to confidential material relating
to the investigation;
(c) report to the committee in writing or in
person? and/or
(d) vote as a member of the committee in making
findings with respect to the respondents in the inves
tigation but only when necessary to obtain a quorum at
a meeting relating to the investigation (see Chapter 4).
Evidence
3.49 Evidence is anything that furnishes proof.

The

purpose of an ethics investigation is to determine if there is
prima facie evidence of infraction of a code of professional
ethics by one or more members.

Evidence may be found in the

complaint or other information that triggered the investigation,
in copies of reports and accompanying financial statements, in
depositions and court transcripts, in engagement working papers,
in responses to oral and/or written interrogatories directed to a
respondent, in testimony of members, in enforceable professional
pronouncements and literature, etc.
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sibility for gathering and examining evidence to one of its mem
bers, a staffperson, and/or an ad hoc investigator.

This

assignment ordinarily includes responsibility for drafting
interrogatories and requests for documents, reading and eval
uating responses to interrogatories and requests for documents,
developing and executing a plan for gathering and examining addi
tional evidence if required, reviewing engagement working papers
if required, and participating in meetings with the respondents.
If the investigation is expected to be complex, a plan for
gathering and examining evidence should ordinarily be prepared by
the assigned member, staffperson, and/or its chairman prior to
its implementation.
3.51 At no time during the course of gathering and
examining evidence should any member of the committee, any staffperson, or the ad hoc investigator express any opinion to a
respondent regarding what he thinks the ultimate findings of the
committee will be.
Review of Engagement Working Papers
3.52 If the issues involved in an investigation involve
professional general or technical standards, it will ordinarily
be necessary for the assigned member, staffperson, and/or ad hoc
investigator to review the relevant engagement working papers.
3.53 Ordinarily, engagement working papers are examined
after other available evidence has been obtained and examined,
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with Paragraphs 3.62-75.

A plan for gathering and examining evi

dence should specify as specifically as possible the working
papers that should be reviewed; however, the results of reviewing
other available evidence should be considered before the working
paper review is started and the need for changes in the original
plan considered.
3.54 The nature and extent of a working paper review
should be reasonably related to the issues involved in the
investigation.

Depending on these issues, the review might

include, for example:
(a) all or selected portions of the working papers
for the engagement being investigated;
(b) all or selected portions of the working papers
for a similar successive engagement for the same
client; or
(c) selected portions of the working papers for an
engagement related to the engagement being investigated
3.55 Arrangements for reviewing engagement working
papers should be made with the respondents or the firm that has
legal title to them.

The committee may request the firm or the

respondents to send copies of the desired working papers to the
committee’s office for review; however, the legal owner(s) of
such papers has the right to decline such a request and to
require that the review be made in an appropriate office of the
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3.56 Although the primary purpose of reviewing working
papers is to obtain evidence that is relevant to the issues being
investigated, a reviewer is expected to be alert for evidence of
other matters that could be violations of a code of professional
ethics.

This is consistent with the general rule that an ethics

committee need not limit its investigation to the matters spec
ified in the complaint or other information that resulted in the
investigation (see Paragraph 3.81).
3.57 A working paper reviewer should prepare or obtain
the documentation that he or she concludes will be useful to the
committee in making findings and, if the matter is presented to a
hearing panel of the trial board, can be introduced as evidence in
the hearing.

The documentation may consist of a completed

questionnaire if that is called for in the plan for gathering and
examining evidence; copies of working papers that appear to evi
dence a violation of professional standards or, conversely, to
refute an allegation, implication or suggestion that applicable
professional standards may have been violated; memoranda
describing the evidence found in the working papers that relate
to the issues being investigated; etc.
3.58 An important aspect of reviewing working papers
is verification, to the extent possible, of the responsibility of
the respondents for the matters being investigated.

The documen

tation prepared by the reviewer should indicate his conclusions
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in this regard.

The reviewer should also be alert for others

whose responsibilities or duties suggest that they should also be
named as respondents.

If an issue in the investigation is the

adequacy of supervision or planning, or if the reviewer
questions the adequacy of supervision or planning of an engage
ment, the documentation of the review should, among other things,
contain a listing of the personnel assigned to the engagement and
the hours devoted to the engagement by each; this may also lead
to the identification of additional respondents.
Access to a Firm's Files
3.59 A firm frequently has legal title to much of the
evidence that is relevant in an investigation, particularly engage
ment working papers.
3.60 Ordinarily, a firm readily grants access to rele
vant engagement working papers and furnishes other requested
documents needed in an ethics investigation.

However, if a firm

refuses access to relevant engagement working papers or otherwise
refuses to furnish requested documents, such refusal should be
referred to the full committee for action under Paragraphs
4.29-36 ("Failure to cooperate") against the member responsible
for the refusal.

Occasionally, a firm, other than the firm with

which a respondent is associated, has legal title to relevant
evidence; in such a case, production of such evidence cannot be
compelled under the AICPA bylaws, but the members in charge of
the owning firm's affairs may be requested to cooperate in the
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investigation by allowing access to the evidence; such requests
have been successful in the past.
Additional Interrogatories and Requests
3.61 As indicated in Paragraph 3.39, an opening letter
should include relevant questions about the issues being investi
gated and/or a request for relevant documents.

The responses to

these initial questions and the examination of the documents and
other pertinent evidence may suggest additional questions and
document requests to be put to one or more respondents.

If the

respondent agrees to a meeting in accordance with Paragraphs
3.62-75, the additional questions and requests may be posed as
part of that meeting.

If, however, a respondent declines the

offer of a meeting or declines to respond orally as part of the
meeting, the additional interrogatories and requests should be
included in a letter to the respondent.
a substantive response within 30 days.

The letter should request
If a substantive response

is not received within 30 days, a follow-up request should be
sent by registered or certified mail, receipt requested and
postage prepaid.

The follow-up request should describe the pro

visions of the bylaws of the AICPA23 and the (named) par
ticipating state society that impose a duty to cooperate on a
member.24

If a substantive response is not received within 30

23See Section 7.4.6 of the AICPA bylaws.
24Appendix F is an example of an appropriate follow-up request.
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the full committee for action in accordance with Paragraphs
4.29-36 ("Failure to cooperate").
Meeting with Respondents
3.62 Unless it is clear from the evidence obtained that
the ethics committee conducting an investigation will not find
prima facie evidence that a respondent has violated a code of
professional ethics, the respondent should be offered an oppor
tunity to meet with representatives of the committee to discuss
the issues in the investigation and offer any evidence that he or
she believes the committee should consider in making a finding.
The offer of a meeting may be communicated to the respondent in a
letter or an oral communication (e.g., a telephone call).

The

respondent should be given at least ten days to communicate his
acceptance or rejection of the committee's offer.
3.63 A meeting is ordinarily conducted on an informal
basis.

The committee should be represented by at least two per

sons, at least one of whom is a member of the committee; other
committee representatives may include the ad hoc investigator (if
there is one); members of the committee's, a participating state
society's or the AICPA's staff; and/or the committee's, a par
ticipating state society's or the AICPA Ethics Division staff's
legal counsel.

The committee's representatives should be

knowledgeable of the issues involved in the investigation and of
the evidence obtained to date.

The respondent or his represen-
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legal counsel and a reasonable number of representatives of his or
her firm and/or the firm’s legal counsel.
3.64 If the investigation is being conducted by the
AICPA Ethics Division, the meeting should be held in the A ICPA’s
principal office in New York, New York, unless the represen
tatives of the Division who will participate and the respondents
mutually agree on another location.

If the investigation is

being conducted by the ethics committee of a participating state
society, the meeting should be held in the society’s principal
office unless the representatives of the committee who will par
ticipate and the respondent can agree on another location.
3.65 The date and time for a meeting should be agreed
on by the committee’s representatives and the respondent.
3.66 The meeting may:
(a) be conducted by telephone;
(b) be recorded by means of a voice recording
device;
(c) be recorded by a court reporter;
(d) be conducted in conjunction with obtaining
other evidence, for example, in conjunction with
reviewing engagement working papers;
(e) include obtaining responses to the interroga
tories described in Paragraph 3.61; and/or
(f) be conducted jointly with one or more other
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respondents in the same investigation.
3.67 At the beginning of the meeting, a representative
of the committee should address an opening statement to the
respondent.

The opening statement should ordinarily:
(a) identify the official representative of the

committee as a member of the committee;
(b) state the purposes of the meeting; that is, to
discuss the issues that the committee is investigating,
to describe the evidence that has been or is being
obtained, to afford the respondent an opportunity to
offer additional evidence, and, if applicable, to pose
interrogatories to the respondent and to advise the
respondent that any such evidence may be considered by
the committee in reaching findings adverse to the
respondent.
(c) if applicable, advise the respondent., that he
may decline to respond to the interrogatories but, if
he does decline, the committee may subsequently pose
such interrogatories in writing and the respondent
will, as a consequence of his contract(s) of mem
bership, have an obligation under the appropriate
bylaws or code of ethics to make substantive responses;
(d) advise the respondent that the committee has
formed no conclusions with respect to the issues in the
investigation and that the committee representatives
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committee’s ultimate findings;
(e) state that the committee’s representatives
will prepare a report of the meeting for the confiden
tial and exclusive use of members of the committee and
others who have access to the committee’s confidential
files;
(f) state that the report of the meeting will be
part of the evidence the committee may consider in
making its findings;
(g) describe the possible findings of the
committee;
(h) state that if the matter is brought before a
hearing panel of the appropriate regional trial board,
the report of the meeting may be represented to the
panel; and
(i) ask the respondent if he has any questions
about the purpose, conduct or potential consequences of
the meeting.25
3.68 Following the opening statement and the responses
to any questions that the respondent may have about the purpose,
conduct or potential consequences of the meeting, the committee’s
representatives may wish to request the respondent to (a)

25Appendix G is an example of an appropriate opening statement.
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participating state society or societies and (b)describe the sta
tus of his CPA certificate(s) and/or permit(s) to practice,
issuing state(s) and the date(s) of issuance and recently
completed continuing professional education.
3.69 As part of discussing the issues that are being
investigated, the committee’s representatives should identify to.
the respondent (a) the provisions of an applicable code of pro
fessional ethics that appear to be relevant to the issues and (b)
any relevant requirements of professional technical standards
that members must observe as a consequence of those provisions;
such provisions and requirements should, of course, be those in
effect at the time of the events being investigated.

If the

independence of the member or his firm is at issue, the
committee’s representatives should describe their understanding
of the financial interests or other relationships that give rise
to the issue.
3.70 It is ordinarily useful during the discussion of
the issues to encourage the respondent to (a) suggest other rele
vant provisions or requirements of enforceable professional
standards;

(b) explain his understanding of the relevant provi

sions and requirements of enforceable professional standards;
explain his conduct in terms of the relevant provisions and
requirements of enforceable professional standards; and (d)
suggest mitigating circumstances when he acknowledges that his

(c)
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able professional standards.
3.71 As part of describing the evidence that the
committee is obtaining or has obtained, the committee’s represen
tatives may, depending on the circumstances,

(a) ask the respon

dent to describe his position in relation to apparently pertinent
parts of reports and accompanying financial statements, deposi
tions and court transcripts, engagement working papers, etc.;

(b)

ask the respondent to clarify the committee's representatives’
understanding of evidence that has been or is being obtained; and
(c) seek the respondent’s views on the relevancy of the evidence
that has been, or is being, obtained to the issues being investi
gated.
3.72 As soon as practicable after the close of a
meeting, one of the committee’s representatives should draft a
written report of the meeting and circulate the draft to the
other committee representatives for such comments, corrections
and/or discussions as are necessary to develop a mutually accept
able report for the confidential and exclusive use of members of
the committee and others who have access to the committee's con
fidential files

(see Paragraph 3.82).

The written report should

be a factual summary of the important matters discussed with the
respondent and should be prepared even if a transcript or voice
recording of the meeting is available.
3.73 The content of the written report of a meeting will
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attach to the various matters discussed.

As a minimum, however,

the written report should ordinarily:
(a) state the date and time of the meeting and who
was present;
(b) affirm that an opening statement was made in
accordance with Paragraph 3.67;
(c) summarize the facts of the case and what the
committee’s representatives told the respondent about
the issues being investigated and the relevant evidence
that the committee has obtained or is obtaining;
(d) summarize significant comments made by the
respondent about the issues and evidence in the case;
(e) identify in reasonable detail any additional
evidential matter that the respondent believes the com
mittee should obtain and examine; and
(f) summarize significant interrogatories posed to
the respondent and his responses thereto.
3.74 The committee’s representatives may, in addition
to their written report, respond orally to questions about the
meeting that are asked by committee members and others who have
access to the committee’s confidential files.

No written record

of such questions and the responses thereto need be made.
3.75 That portion of the written report described in
Paragraph 3.73(a) through (f) should be sent to the respondent
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If the meeting is recorded, the respondent shall receive a copy of
the recording (written or taped).

Investigation Summary
3.76 Prior to submitting the results of an investiga
tion to a full ethics committee for a finding (see Chapter 4), a
written summary of the investigation should be prepared for the
confidential and exclusive use of members of the committee and
others who have access to the committee’s confidential files.
This summary should be prepared by one or more committee members
or other persons

(e.g., the ad hoc investigator, a member of the

committee’s or participating state society’s staff, etc.) who are
knowledgeable of the issues and evidence in the investigation.
3.77 The purposes of the written investigation summary
are to (a) assist the committee in understanding the issues;

(b)

summarize the extent, nature and relevance of the evidence
obtained;

(c) identify those provisions of one or more applicable

codes of professional ethics that the evidence suggests may have
been violated by one or more of the respondents; and (d) sum
marize any other information or data that the writers conclude
should be considered by the committee in making findings with
respect to the individual respondents.

An investigation summary

may also include one or more recommendations with respect to
appropriate findings; such recommendations are not, of course,
binding on the committee.
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3.78 There is no specified format in which an investi
gation summary should be prepared.

It may be the work of one or

more persons and may consist of more than one memorandum or
letter (for example, one document prepared by a member of the
committee’s staff summarizing the issues, evidence and provisions
of a code of professional ethics that should be considered by the
committee in making a finding; a second document prepared by the
committee’s staff legal counsel commenting on the relevance of
the evidence obtained; and a third document prepared by a commit
tee member recommending a particular finding with respect to each
respondent).
3.79 An investigation summary is a written internal
memorandum (or memoranda) covered by Paragraph 3.82; accordingly,
it is confidential.
GENERAL RULES
3.80 The general rules included in Paragraphs 3.81-82
are applicable to all ethics investigations.
Scope of an Investigation
3.81 The scope of an ethics investigation is not
limited to the allegations, implications or suggestions included
in the complaint or other information that gave rise to the
investigation.

Furthermore, an attempted "withdrawal" of a

complaint by the complainant does not affect an ethics
committee's authority to investigate the allegations made in the
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complaint or any other issue(s) the committee decides are
involved.
Confidentiality
3.82 Investigations of potential disciplinary matters
are to be conducted in a confidential manner.

This means:

(a) Access to confidential material and attendance
at portions of meetings at which such material is
discussed should be limited on a "need-to-know" basis
to duly appointed members of committees, subcommittees,
subgroups and task forces of the AICPA Ethics Division;
the Division's staff; duly appointed members of ethics
committees of participating state societies and/or
chapters thereof; the staffs of participating state
societies and/or chapters thereof? ad hoc investigators
and officers and directors of the AICPA and of par
ticipating state societies and/or chapters thereof.
(b) Confidential material includes the names of
respondents and their firms, the identity of com
plainants except as set forth in Paragraph 3.18, and
written material relating to the substance of
investigations.26

26Appendix H contains a statement that the AICPA Ethics Division
has used successfully in trial board hearings to defend the
confidentiality of internal memoranda and communications when
respondents or their counsel have requested access to such
memoranda and communications.

-56-

(c) Files relating to investigations that are
maintained or held by an individual member of an ethics
committee or an ad hoc investigator should be segre
gated from other files in that individual’s office;
destroyed as investigations are closed? and transferred
to a successor for investigations remaining open when
the individual’s term ends.
(d) All correspondence relating to an investiga
tion shall be marked PERSONAL AND CONFIDENTIAL on the
letter and the envelope.
(e) The AICPA Ethics Division has agreed with the
staff of the SEC that information obtained from the SEC
as part of any investigation will be kept confidential
within the joint enforcement plan and under the terms
of this manual which becomes a part of the plan,
through the contracts with the participating state
societies.
(f) Should the media inquire about a particular
matter, the following is the suggested response:
"It is our policy to investigate potential
disciplinary matters involving members.

These investi

gations are conducted in a confidential manner and the
results thereof are not published unless the matter is
presented to the trial board and the trial board finds
one or more members guilty of violating a code of pro-
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fessional ethics.
in the CPA Letter.

Such guilty findings are published
Members are aware of this policy."

(g) The duly constituted disciplinary bodies of
JEEP member state societies exchange disciplinary
information on a confidential basis with the AICPA
Professional Ethics Division, other member state
societies, state boards and other agencies having
disciplinary responsibilities.
(h) Complainants will be informed that the
complaint has been investigated and that the investiga
tion occasioned by the complaint has been concluded.
Specific results of the processing of complaints will
not be disclosed except as set forth in Paragraphs
3.10(b), 3.13(c), 3.17(e) and Appendix A.
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CHAPTER 4

FINDINGS
4.1 An ethics committee that conducts an investigation
in accordance with Chapter 3 is responsible for evaluating the
evidence obtained and making a separate finding with respect to
each respondent to whom an opening letter was sent in accordance
with Paragraphs 3.37-43.
4.2 Each finding must be made at a duly conducted
meeting of the committee.

At such a meeting, the committee

reviews and discusses the issues in the investigation, the evi
dence obtained, the report of the meeting with the respondent
(unless the respondent declined to attend such a meeting), the
investigation summary and any other relevant material that is
available.

If the committee concludes that no further investiga

tive procedures need be undertaken with respect to the respon
dent, it should proceed to make a finding.
4.3 If there is more than one respondent in an investi
gation, the committee may conclude that no further investigative
procedures need be undertaken with respect to one or more of such
respondents but decide to obtain additional evidence with respect
to the other respondents.

In such a situation, the committee

ordinarily will defer making any findings until it has obtained
and considered the additional evidence.

There are situations,

however, in which the committee may conclude that it is
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respondents for whom no additional evidence will be obtained.
4.4 A finding is a formal evaluation of the evidence
obtained with respect to the respondent during the investigation.
4.5 An ethics committee may find:
(a) no prima facie evidence of infraction of an
applicable code of professional ethics by the respon
dent (see Paragraphs 4.7-9);
(b) prima facie27 evidence of infraction of an
applicable code of professional ethics by the respon
dent (see Paragraphs 4.10-28); or
(c) that the respondent has failed to cooperate
with the committee in the investigation (see Paragraphs
4.29-36).
Findings (a) and (b) are, of course, mutually exclusive alter
natives.

Findings (a) and (c) are also mutually exclusive, but a

committee may find both prima facie evidence of infraction of an
applicable code of professional ethics by a respondent (Finding b
above) and, if the facts warrant it, that the respondent has
failed to cooperate in the investigation (Finding c above).
4.6 Findings are subject to the approval requirements
described in Paragraphs 4.37-40, and, if a finding is to be
joint, to the concurrence requirements described in Paragraphs
4.41-47.

27See definition of "prima facie" in Footnote 9
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of a Code of Professional Ethics
4.7 If an ethics committee finds no prima facie evi
dence of infraction of an applicable code of professional ethics
by a respondent, it should record such finding in its minutes
and, cause a closing letter to be sent to the respondent.

A copy

of the closing letter should be sent to every appropriate JEEP
participant.

See Paragraph 4.40.

4.8 A closing letter, when no prima facie evidence of
infraction of a code of professional ethics has been found,
should ordinarily state:
(a) the subject matter of the investigation;
(b) that the (named) committee has found no prima
facie evidence that the respondent violated the (named)
codes of professional ethics; and
(c) that the committee has decided to close the
investigation with respect to the respondent, but the
procedures under which investigations are conducted
will require that it be reopened if new information
becomes available that warrants such action.28
4.9 An attempted investigation may reveal no prima
facie evidence of infraction of a code of professional ethics
because evidence cannot be obtained; for example, a rule of law
may prevent the investigating ethics committee from obtaining

28Appendix I is an example of an appropriate closing letter

-61vital documents such as engagement working papers.

When this

happens, the committee has no choice but to close the investiga
tion with a finding that no prima facie evidence of an infraction
was, or could be, found.

Such a finding should be recorded in

the committee's minutes and, after obtaining any required appro
vals and concurrences, a closing letter should be sent to each
respondent to whom an opening letter has been sent.

Such a

closing letter should ordinarily state:
(a) the subject matter of the investigation;
(b) that the committee has decided to close the
investigation, but reserves the right to reopen it if
additional evidence warranting such action is brought
to its attention; and
(c) if the committee considers it appropriate in
the circumstances, the reasons for closing the
investigation.
If no opening letters have been sent, but a firm's represen
tatives have been advised that an investigation will be conducted
(see Paragraph 3.16), such representatives should be advised (a)
that the investigation has been closed and (b) if appropriate in
the circumstances, of the reasons for closing the investigation.
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of a Code of Professional Ethics
4.10 An important responsibility of an ethics committee
that finds prima facie evidence of infraction of an applicable
code of professional ethics is to define precisely, and record in
its minutes, the rule or rules of conduct that the respondent has
violated and, to the extent applicable, the interpretations,
rulings, and/or provisions of enforceable professional literature
on which the finding is based.29

in addition (and to the

extent that it is not obvious from the cited rules of conduct,
interpretations, rulings and/or provisions of enforceable pro
fessional literature), the committee should formulate, and record
in its minutes, a statement of the respondent's conduct that
constituted the violation.30
4.11 Another important responsibility of an ethics com
mittee that finds prima facie evidence that a respondent has
violated an applicable code of professional ethics is to consider
the gravity of the violation.

As a result of this consideration,

the committee must decide, and record in its minutes,31 whether
to:
(a) arrange to present a case before a hearing

29See Appendix T.
30Appendix J is an example of appropriately worded minutes when
an ethics committee finds prima facie evidence of infraction of
an applicable code of professional ethics.
31Ibid.
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the respondent with violating an applicable code of
professional ethics (see Paragraphs 4.12-18);
(b) issue an administrative reprimand to the
respondent (see Paragraphs 4.19-26); or
(c) issue a letter of minor violation (see
Paragraph 4.27).
The committee’s decision with respect to the action to be taken
is subject to the approval and concurrence requirements described
in Paragraph 4.37-47.
Presentation of a Case Before the Trial Board
4.12 If an ethics committee concludes that a viola
tion is of sufficient gravity to warrant formal disciplinary
action32,

(or the senior body that must approve the
t
i

committee’s conclusion in accordance with Paragraph 4.37) shall
(after obtaining the required concurrence) report the matter to
the Secretary of the Joint Trial Board Division, who will summon
the respondent to appear at a meeting (a "hearing”) of a panel of
the appropriate regional trial board or a panel of the national
review board appointed to hear the case.33
4.13 If a hearing panel of the appropriate regional

32Appendix S includes examples of violations that may warrant
presentation of a case before a hearing panel.
33For more particulars, see Sections 740 and 740R of the AICPA
bylaws. Also, see the Rules of Procedure and Practice of the
Joint Trial Board Division included in Appendix K.
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guilty on one or more of the charges brought by the ethics com
mittee, the panel may:
(a) expel the respondent from membership in the
AICPA and/or the participating state society, as
appropriate;
(b) suspend the respondent from membership in the
AICPA and/or the participating state society, as
appropriate, for a period ranging from one day to two
years; or
(c) censure, admonish or reprimand the member.
Expulsion requires a two-thirds vote of the panel members pres
ent and voting; suspension, censure, admonishment or reprimand
requires a majority vote.
4.14 In any case in which a hearing panel finds that
the respondent has departed from the profession's ethical stan
dards, it may also direct the respondent to complete specified
continuing professional education courses and to report to the
Joint Trial Board upon such completion.

A panel may also require

a peer review of the respondent’s practice.
4.15 An ethics committee cannot appeal a "not guilty"
decision of a hearing panel.

A respondent has a right to request

permission to appeal a "guilty" finding of a regional trial board
panel to a panel of the National Review Board unless he has suc
cessfully petitioned that the case be first heard by such a
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4.16 If a respondent is found guilty by a hearing panel
(and, if appealed, the decision of the hearing panel is
affirmed), his name is published, together with a statement of
the result of the case, in the CPA Letter.
4.17 An ethics committee that decides to present a case
to a hearing panel (or that approves the presentation in accor
dance with Paragraph 4.37) is known as the "Ethics Charging
Authority" or "ECA."

An ECA must cause a memorandum to be filed

on its behalf with the hearing panel.

Each ethics committee

deciding to present a case to a Trial Board hearing panel shall
approve the ECA Memorandum at a regularly constituted meeting,
the minutes of which reflect such approval.

Unless legal counsel

is employed for the purpose, a member of the committee or of its
staff should be designated to prepare and distribute the
memorandum34 and supporting material in accordance with the
Rules of Procedure and Practice of the Joint Trial Board Division
and to "present" the case to the hearing panel.

Committee mem

bers and others may be called as witnesses in the hearing.
4.18 When an ECA has decided to present a case to a
trial panel, it should, after obtaining the required approvals
and concurrences, cause each affected respondent to be so
notified in writing.

The notification should also (a) advise the

34Appendix L is an example of such memorandum.
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respondent that he will subsequently be summoned to a hearing by
the Secretary of the Joint Trial Board and (b) urge him to retain
any records in his possession or under his control that may be
relevant to the issues that may be raised during the hearing.
Administrative Reprimand
4.19 If an ethics committee concludes that a violation
is not of sufficient gravity to warrant a formal trial board
hearing, it may, after obtaining the required approvals and con
currences, issue an administrative reprimand to the respondent
and may direct the respondent to complete specified continuing
professional education ("CPE") courses, provided, however, that
there can be no publication of such administrative reprimand in
the CPA Letter and the respondent must be notified of his right
to reject the reprimand.
4.20 An ethics committee may or may not direct a
respondent to complete specified CPE courses when it issues an
administrative reprimand.

In deciding whether to direct the

respondent to complete courses, and in selecting courses to be
completed, the committee should focus on what the evidence
obtained during the investigation suggests are the causes of the
violation and not on the gravity of the violation.

If a

respondent's deficient knowledge of some subject was the cause,
or a contributing cause, of his conduct, the committee should
ordinarily direct the respondent to complete those CPE courses
that it concludes will cure the deficiency.
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respondent to submit examples of his subsequent work for review
by the ethics committee issuing the reprimand.
4.22 If a respondent exercises his right to reject an
administrative reprimand, the ethics committee that issues it
must consider the gravity of the violation to determine whether
to bring the matter to a hearing panel of the trial board.

If

the committee decides to bring the matter to a hearing panel, it
should, after obtaining the required approvals and concurrences,
arrange to present the case.

If the committee decides not to

bring the matter to a hearing panel, a letter should be sent to
the respondent advising him that no further action will be taken.
4.23 It is the responsibility of the ethics committee
that issues an administrative reprimand to (a) establish the date
by which the respondent must complete any specified CPE courses
and (b) obtain evidence of the respondent’s satisfactory comple
tion of those courses.

Similarly, the committee is responsible

for obtaining and reviewing any examples of the respondent’s
future work that it directs the respondent to submit.

The com

mittee is also responsible for maintaining appropriate records
and following up on the respondent’s compliance.
4.24 The ethics committee that issues an administrative
reprimand should, after obtaining required approvals and con
currences, cause a letter to be sent to the respondent advising
him of the committee’s action.

The letter:
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(a) should state the subject matter of the
investigation;
(b) should state that the committee found prima
facie evidence that the respondent violated one or more
cited rules of an applicable code of professional
ethics;
(c) should, to the extent applicable, cite the
interpretations, rulings and/or provisions of enforce
able professional literature on which the finding
stated in (b) is based;
(d) should summarize (to the extent that it is not
obvious from the cited rules of conduct, interpreta
tions, rulings and/or provisions of enforceable
literature) the respondent’s conduct that constituted
the violation;
(e) should state that, after considering the grav
ity of the violation, the committee has decided to (1)
issue an administrative reprimand and (2) if appli
cable, direct the respondent to complete the CPE cours
es listed in the letter by a specified date and/or
submit specified examples of his future work for review
by the committee;
(f) should state that the letter constitutes the
joint administrative reprimand of the committee and the
concurring committee and, if applicable, the
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committees' directives.
(g) must advise the respondent of his right to
reject the administrative reprimand;
(h) should state what may happen if the respondent
does reject the administrative reprimand;
(i) should state that the reprimand is
confidential;
(j) should state that there will be no publication
of the reprimand and the directives of the committees
in publications of the AICPA or the state society; and
(k) should state that copies of the letter will be
retained in the confidential files of the AICPA and the
state society.35
4.25 An ethics committee that issues an administrative
reprimand may amend the terms thereof (for example, waive the
completion of certain or all specified CPE courses, extend the
time for the completion of specified CPE courses, waive the sub
mission of examples of the respondent’s future work, etc.) but
only after obtaining the approvals and concurrences required to
issue the original reprimand.
4.26 If a respondent fails to comply with a directive
of the committees to complete specified CPE courses and/or submit
examples of his future work, the committee should proceed as if

35A ppendix M contains examples of appropriate letters of
administrative reprimand.
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Letter of Minor Violation
4.27 An ethics committee may conclude that a violation
is of such insufficient gravity that it warrants neither a trial
board proceeding nor an administrative reprimand.

In such a

situation, the committee should, after obtaining the required
approvals and concurrences, cause a letter of minor violation to
be sent to the respondent.

The letter should:

(a) state the subject matter of the investigation;
(b) state that the committee found prima facie
evidence that the respondent violated one or more cited
rules of a code of professional ethics;
(c) to the extent applicable, cite the interpreta
tions, rulings and/or provisions of enforceable pro
fessional literature on which the finding stated in
(b) is based;
(d) summarize (to the extent that it is not
obvious from the cited rules of conduct, interpreta
tions, rulings and/or provisions of enforceable
literature) the respondent’s conduct that constituted
the violation;
(e) state that the committee has decided that the
violation is not of sufficient gravity to warrant any
action other than issuing the letter of minor violation
(f) must advise the respondent of his right to
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reject the letter of minor violation.
The letter may also include suggestions developed by the commit
tee relative to the minor violation that it believes the respon
dent may find useful.36
General Consideration
4.28 In deciding whether the gravity of a violation
warrants the presentation of a case before a hearing panel, the
issuance of an administrative reprimand, or the issuance of a
letter of minor violation, an ethics committee may, if it con
cludes that the respondent’s conduct represents a continuation of
a course of violation of a code of professional ethics, consider
the cumulative effect of the respondent’s conduct to date? for
example, a respondent who has received one or more administrative
reprimands for previous violations may be brought before the
trial board in a subsequent case for the totality of his viola
tions.

This subject is further discussed in Appendix S.

Failure to Cooperate
4.29 A member of the AICPA is obligated by the con
ditions of his membership to cooperate with an ethics committee
in any disciplinary investigation of him or of his partner or
employees, by making a substantive response to interrogatories or
a request for documents within thirty days of their posting by
registered or certified mail, postage prepaid, to him at his

36Appendix N is an example of an appropriate letter of minor
violation.
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The

bylaws of some of the participating state societies impose a
similar obligation on their respective members.
4.30 A member's obligation to respond to an ethics
committee's interrogatories does not, however, extend to oral
questions.

If a member, including a respondent in an investiga

tion, chooses to give an oral answer to an oral interrogatory, a
written, but not necessarily verbatim, record or minute of the
question and answer should be made.

A member may, however,

require that a committee's interrogatories be in writing and may
choose to respond only in writing.

Similarly, an ethics commit

tee may pose written interrogatories to a member yet choose to
accept an oral response.

If an oral response to a written

interrogatory is allowed, a written, but not necessarily ver
batim, record or minute of the answer should be made.
4.31 A member's obligation to furnish documents extends
to engagement working papers, engagement reports, and other firm
files that are in the member's possession or under his control.
The obligation can be discharged, however, by furnishing readable
copies of the requested material.

A member may require that a

committee's request for documents be in writing.
4.32 In forming interrogatories and requests for docu
ments, an ethics committee should be aware of the following:
(a) Rule 301 of the Rules of Conduct of the AICPA
Code of Professional Ethics reads, in part, as follows:
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tial information obtained in the course of a
professional engagement except with the consent
of the client.
"This rule shall not be construed...(d) to
preclude a member from responding to any
inquiry made by the ethics division or Trial
Board of the Institute, by a duly consti
tuted investigative or disciplinary body
of a state CPA society or under state
statutes.
"Members of the ethics division and Trial
Board of the Institute...shall not disclose
any confidential client information which
comes to their attention from members in
disciplinary proceedings or otherwise in
carrying out their official responsibilities.
However, this prohibition shall not restrict
the exchange of information with an afore
mentioned duly constituted investigative or
disciplinary body."
A similar rule may be included in the code of
professional ethics of a participating state society
(see Appendix B).
(b) A member’s obligation to respond to interroga
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classified information under Federal law or regulations
or to documents that are subject to an attorney/client
or other privilege.
(c) A member need not furnish information or docu
ments if doing so would violate a Federal or state law
or regulation; however, a member must make reasonable
and good faith efforts to obtain any consents or per
mits that may be required under the provisions of a law
or regulation to permit him to respond to an ethics
committee's interrogatories and requests for documents.
4.33 A member who refuses to honor his obligation to
make a substantive response to an ethics committee's written
interrogatories and/or requests for documents is said to have
"failed to cooperate" with the committee in its investigation.
4.34 If an ethics committee decides that a member has
failed to cooperate in an investigation that it is conducting, it
may, after obtaining the required approvals and concurrences,
charge the member before a hearing panel of the appropriate
regional trial with one or more of the following as appropriate:
(a) violating Section 7.4.6 of the AICPA Bylaws
and/or a similar section of the bylaws of the
appropriate participating state society.
(b) violating Rule 501 ("Acts discreditable") of
the Rules of Conduct of the AICPA Code of Professional
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professional ethics of the appropriate participating
state society if the evidence assembled to that point in
the investigation constitutes prima facie evidence of
such violation.
(c) violating Rule 102 ("Integrity and
Objectivity") of the Rules of Conduct of the AICPA Code
of Professional Ethics and/or a similar rule contained
in the code of professional ethics of the appropriate
participating state society if the failure to cooperate
has taken the form of evasive, false or incomplete
responses.

(Each of the respondent’s acts must be

treated as a violation of Rule 102.)
4.35 The process for presenting a case of "failing to
cooperate" before a hearing panel is the same as that described
in Paragraphs 4.12-18.

However, the panel may, in effect, order

a member "to cooperate" and, if the member does so, impose no
further discipline.

In such a situation, the committee’s

investigation shall be resumed.
4.36 There are rare situations in which an ethics com
mittee finds prima facie evidence that a respondent who has
failed to cooperate in the investigation has violated a code of
professional ethics.

In the absence of unusual mitigating cir

cumstances, this type of situation should be referred to a
hearing panel even if the gravity of the violation may not, by
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itself, warrant such referral.
Approvals
4.37 The bylaws or operating procedures that govern an
ethics committee’s activities may require that the committee’s
findings and decisions with respect to a respondent be approved
by a higher-echelon committee or body.

For example, the bylaws

of the AICPA are such that the Institute’s Professional Ethics
Executive Committee must approve a decision of a subcommittee or
task force of the AICPA Professional Ethics Division that a case
against a respondent be presented before a hearing panel of a
regional trial board; no other findings require the approval of
the executive committee.
4.38 Similarly, the bylaws or operating procedures that
govern the activities of an ethics committee of a participating
state society may, for example, require that findings and deci
sions of, say, a chapter ethics committee be approved by a state
society’s ethics committee, or that findings and decisions of the
state society's ethics committee be approved by the society's
governing body (e.g., its Board of Directors).
4.39 All required approvals must be obtained before
concurrence in accordance with Paragraphs 4.40-47 is sought.

For

purposes of Item (b) of Paragraph 3.10, the time required to
obtain approvals is part of the 15 months referred to therein.
Concurrences
4.40 An important objective of JEEP is that, whenever
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possible, the AICPA Ethics Division and a participating state
society’s ethics committee should make joint and uniform findings
and decisions with respect to a respondent who is a member of both
organizations

("a joint member").

To achieve this objective, the

approved findings and decisions of the ethics committee of a par
ticipating state society with respect to a respondent who is a
joint member must usually be submitted to the AICPA Ethics
Division for the Division’s concurrence.

Similarly, the approved

findings and decisions of the AICPA Ethics Division with respect
to a joint member must usually be submitted to the participating
state society’s ethics committee for the committee’s concurrence.
Concurrence need not be sought for a finding of no prima facie
evidence of infraction of an applicable code of professional
ethics.
Concurrence must be sought for the following:
(a) a finding of prima facie evidence of infrac
tion of an applicable code of professional ethics.
(b) the decision with respect to what action
(i.e., present a case before a hearing panel of the
appropriate regional trial board, issue an administra
tive reprimand and the terms thereof, issue a minor
violation letter) is to be taken when prima facie evi
dence of an infraction is found.
(c ) a finding that the respondent has failed to
cooperate with the committee in the investigation and
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the resulting decision with respect to what action is
to be taken.
(d) A minor violation.

The concurrence required

in connection with a minor violation may be arranged
between the appropriate JEEP participants in an accel
erated manner appropriate to the circumstances of the
case so that disposition not be delayed.
4.41 Concurrence should be sought in a written com
munication that describes in reasonable detail the finding and any
resulting decisions of the investigating committee with respect to
the respondent.37
4.42 A request for concurrence should be accompanied by
a copy of an indexed file that ordinarily should include the
following:
(a) a draft of a proposed closing letter
(Paragraphs 4.8, 4.9, or 4.27) proposed administrative
reprimand (Paragraph 4.24), or proposed letter of minor
violation (Paragraph 4.27) unless concurrence is being
sought to present a case before the trial board.

(The

memorandum mentioned in Paragraph 4.17 for a trial
board case is ordinarily not prepared until after con
currence is obtained.)
(b) an extract of the minutes of the ethics com-

37 Appendix O is an example of an appropriate request for
concurrences.
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mittee that records the finding and any resulting
decisions.
(c) the investigation summary.
(d) the report of the meeting with the respondent
or a memorandum or documentation that clearly sets
forth that a meeting was offered by the investigating
committee but declined by the respondent.
(e) evidentiary matter considered by the
committee.
(f) a copy of the opening letter.
(g) a copy of the letter of inquiry to the firm,
if one was sent, and a copy of the response thereto.
(h) copies of other correspondence relative to the
investigation.
The original of this file should be retained by the committee
that seeks concurrence.
4.43 An ethics committee (hereinafter referred to as a
"concurring committee," even though it may refuse to concur) that
is requested to concur in a finding and any consequent decisions
of another committee ("the requesting committee") should process
the request in accordance with its operating procedures and
obtain any higher-echelon approvals required by those procedures
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4.44 A concurring committee should decide whether it
will or will not concur, obtain any required approvals of that
decision and communicate the approved decision in writing to the
requesting committee within 180 days of receipt of the request.
4.45 If the concurring committee concurs, the
requesting committee should proceed to either (a) notify the
respondent, prepare the required memorandum, report the matter to
the Secretary of the Joint Trial Board Division, and present the
case to a hearing panel, all as described in Paragraphs
4.12-18;39 (b) issue the administrative reprimand or letter of
minor violation as described in Paragraphs 4.19-27; or (c) send
the closing letter as described in Paragraphs 4.7-9.

A copy of

each and/or any report, memorandum or communication sent or
released in accordance with this paragraph shall be sent to the
concurring committee; each of the concurring and requesting com-

38The bylaws of the AICPA are such that the Institute’s
Professional Ethics Executive Committee must approve a decision
by a subcommittee or task force of the Professional Ethics
Division to concur in the presentation of a case against a
respondent before the trial board.
Some participating state
societies have similar bylaw provisions which relate to state
society bodies different from the ethics committee.
39The staff of the AICPA Professional Ethics Division will assist,
to the extent of available time and resources, the ethics com
mittee of a participating state society in preparing and pre
senting a joint case.
Assistance can also be provided when a
case involves a member of a participating state society who is
not a member of the AICPA if the investigation was properly
conducted and the finding is supported by the evidence.
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mittees should cause a copy of each such report, memorandum or
communication to be filed in its copy of the file described in
Paragraph 4.42.
4.46 If the concurring committee decides not to concur,
it should communicate that decision and the reasons therefor to
the requesting committee as promptly as possible.

As soon as

practicable after receipt of such a communication, the chairman
or other designated representative of the requesting committee
should initiate discussions with the chairman or other designated
representative of the concurring committee to attempt to resolve
the conflict.

If an agreement is reached, it should be submitted

to each committee for ratification and the obtaining of any
required approvals.

The requesting committee should proceed, as

described in Paragraph 4.45, to give effect to the agreement.
4.47 If a concurring committee does not act on a
request within 180 days of the receipt of the request, or if an
agreement in accordance with Paragraph 4.46 is not ratified and
approved within 180 days of the written communication of noncon
currence, the requesting committee may, if it chooses to do so
and so notifies the concurring committee, proceed, as described
in Paragraph 4.45, to give effect to its finding and decisions,
but only in its own name and then only with respect to the
respondent’s membership in its organization.

Similarly, the con

curring committee may, if it chooses to do so and keeps the
requesting committee informed of its actions, extend the investi

-82gation if it considers that necessary; make an independent
finding; make any necessary decisions as a result of its finding;
and proceed, as described in Paragraph 4.45, to give effect to
its finding and decisions in its own name and with respect to mem
bership in its organization.
4.48 For purposes of Item (b) of Paragraph 3.10, the
time required for concurrence is not part of the 15 months
referred to therein.
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ADMINISTRATIVE AND OTHER MATTERS
Disqualification of Committee Members
5.1

A member of an ethics committee that conducts an

investigation, or is requested to approve or concur with the fin
dings and decisions of another ethics committee, must disqualify
himself from participation in the investigation and the resulting
findings and decisions if he is associated in the practice of
public accounting, or has a client relationship, with the
complainant (or the person or entity furnishing the other infor
mation that gave rise to the investigation), the firm or firms
identified in the complaint or other information, and/or any
respondent in the investigation.

A member of an ethics committee

may also disqualify himself for any other reason.
5.2

A disqualified member should, in particular, not

attend those portions of committee meetings in which the investi
gation is discussed and findings and decisions are made.

The

minutes of such meetings should record the member’s absence.

A

disqualified member shall not receive copies of any correspon
dence, memoranda, or reports pertaining to the investigation.
5.3

If disqualification of a member of the Executive

Committee, a subcommittee, or a task force of the AICPA Ethics
Division results in a lack of a quorum, the Chairman of the
Executive Committee may appoint a substitute from other duly
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appointed members of the Ethics Division who are not subject to
disqualification.
5.4

A chairman of the ethics committee of a par

ticipating state society may also, in the event of lack of a
quorum caused by a committee member’s disqualification, appoint a
substitute, provided that the state society has designated a pool
of individuals from which the chairman may make the appointment.
Retention of Files
5.5

A copy of the file described in Paragraph 4.42

(updated to reflect the actions described in Paragraphs 4.43-47)
should be retained permanently in the confidential files of the
requesting committee and the concurring committee.
JEEP Annual Statistical Report
5.6

The AICPA Ethics Division and the ethics committee

of each participating state society are expected to maintain
their files so that they can compile the statistical information
used to prepare semiannual reports of ethics investigations.
These reports are published in the CPA letter.
5.7

The Director of the AICPA Ethics Division is

responsible for developing the form and instructions40 necessary
to obtain the required information and for compiling the semian
nual reports.

40 Appendix P includes a copy of recent (not necessarily the latest)
form and instructions.
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Investigations for State Boards
5.8

An ethics committee may conduct an investigation

at the request of, and in the name of, a state board of
accounting under the following conditions:
(a) the state board’s constituent statute can be
interpreted as granting such power.
(b) the state board formally exercised the power
and appointed the ethics committee or a member thereof
as its agent to investigate in a specific case.
(c) prior to commencing the investigation, the
ethics committee obtains official records showing that
the preceding conditions have been met.
These conditions are designed to protect the regularity of the
activity of committee members in the event of lawsuits alleging
abuse of the ethics enforcement process.

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
APPENDICES
A.

Letters of acknowledgement and report of actions taken
required under AICPA Council resolutions in cases in which
the complainant and respondent are AICPA members.

B.

Information about the codes of professional ethics and bylaws
of state societies.

C.

Form of the standard JEEP agreement between the AICPA and a
state, territorial, or other professional society of CPAs.

D . Memorandum of Understanding on Cooperation and Coordination
between the AICPA Professional Ethics Division and the
Special Investigations Committee of the SEC Practice Section.
E.

Example of an appropriate opening letter to a respondent.

E.

Example of an appropriate follow-up request.

G.

Example of an appropriate opening statement when meeting with
a respondent.

H.

Statement that the AICPA Ethics Division has used in trial board
hearings to defend the confidentiality of internal memoranda
and communications when respondents or their counsel have
requested access to such memoranda and communications.

I.

Example of an appropriate closing letter when there is no
prima facie evidence of infraction of a code of professional
ethics by the respondent.

J.

Example of appropriate wording for minutes when an ethics
committee finds prima facie evidence that a respondent has
violated a code of professional ethics.

K.

Rules of Procedure and Practice of the Joint Trial Board
Division.

L.

Example of a memorandum filed with a hearing panel of a
regional trial board on behalf of an Ethics Charging
Authority.

M.

Examples of appropriate letters of administrative reprimand.

N.

Example of an appropriate closing letter when there is prima
facie evidence of infraction of a code of professional ethics
by the respondent, but no action is to be taken.
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Example of an appropriate request for concurrence.

P.

Form and instructions used to obtain information for a recent
semiannual report of ethics investigations.

Q.

Bylaws of the AICPA and Implementing Resolutions of Council,
as amended October 15, 1981.

R.

Glossary of terms.

S.

Examples of violations that may warrant presentation of a
case before the trial board.

T.

Frequently encountered problems in ethics enforcement.

U.
V.
W.

X.
Y.
Z.
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APPENDIX A
LETTER OF ACKNOWLEDGEMENT OF COMPLAINT AGAINST AN
AICPA MEMBER FROM A MEMBER OF THE AICPA
PRIOR TO AN INITIAL REVIEW
PERSONAL AND CONFIDENTIAL
Dear Complainant:
This will acknowledge receipt of your complaint of _________ ____
(date)
against _______________________
.
(member - respondent)
This complaint will be handled as appears appropriate under the
procedures of the Division of Professional Ethics (JEEP).

We are

enclosing a copy of AICPA Council resolution BL 740R.02 for your
information.
It is possible under the Division's (JEEP) procedures that your
complaint may be "dismissed" following a screening process.
this is done you will be notified.

If

If the investigation of your

complaint is not initiated within 90 days you will also be notified.
If you do not hear further from the Division (ethics committee) you
may assume that the investigation of your complaint has been ini
tiated under the procedures of the Division (JEEP) on a timely basis
If you have any further questions you may call or write to the
undersigned.
Sincerely,

A-2
APPENDIX A
It should be noted that a letter of acknowledgement sent after an
initial review (Paragraph 3.13) should include the items set forth
in Paragraph 3.17 (a) through (e).
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APPENDIX A
LETTER DISCLOSING THAT A COMPLAINT AGAINST
AN AICPA MEMBER FROM AN AICPA MEMBER
HAS BEEN DISMISSED

PERSONAL AND CONFIDENTIAL
Re: ______________________ ___
(member - respondent)
Dear Complainant:
You will recall that the (ethics committee) acknowledged your
complaint against the above-captioned member on

.
(date)

We are taking this opportunity to inform you that the complaint
has been dismissed and call your attention to AICPA Council reso
lution BL 740R.02 which is enclosed.
Sincerely,
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APPENDIX A
LETTER DISCLOSING THAT INVESTIGATION OF A COMPLAINT AGAINST
AN AICPA MEMBER FROM AN AICPA MEMBER HAS NOT
BEEN INITIATED WITHIN 90 DAYS

PERSONAL AND CONFIDENTIAL
Re:

__________________________
(member - respondent)

Dear Complainant:
You will recall that the (ethics committee) acknowledged your
complaint against the above-captioned member on _______________ .
(date)
We are taking this opportunity to inform you that the investigation
of the complaint was not initiated within 90 days of its receipt
and call your attention to AICPA Council resolution BL 740R.02
which is enclosed.
Sincerely,
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APPENDIX A
5871
BL Section 740R
Implementing Resolution Under Section 7.4 Disciplining of
Member by Trial Board
As amended October
15, 1981
Resolved:
That
.01

(1) Any complaint preferred against a member under section
7.4 of the bylaws shall be submitted to the professional
ethics division, which in turn may refer the complaint for
investigation and recommendation to an ethics committee (or
its equivalent) of a state society of certified public
accountants which has made an agreement with the Institute
of the type authorized in section 7.4 of the bylaws. If
upon consideration of the complaint, investigation and/or
recommendation thereon, it appears that a prima facie case
is established showing a violation of any applicable bylaws
or any provision of the code of professional ethics of the
Institute or any state society making an agreement with the
Institute referred to above or showing any conduct discred
itable to a certified public accountant, the professional
ethics division or the ethics committee of such state society
shall report the matter to the secretary of the joint trial
board division who shall summon the member involved to
appear in answer at the next convenient meeting of a panel
of the appropriate regional trial board or a panel of the
national review board appointed to hear the case under
paragraph 3(b) provided, however, that with respect to a
case falling within the scope of section 7.3 of the bylaws
the division or such state society ethics committee shall
have discretion as to when and whether to report the matter
to the secretary for such summoning.

.02

(2)
(a) If the professional ethics division or state society
ethics committee shall dismiss any complaint preferred against
a member or shall fail to initiate its investigation within
ninety days after such complaint is presented to it in writ
ing, the member preferring the complaint may present the
complaint in writing to the national review board, provided,
however, that this provision shall not apply to a case
falling within the scope of section 7.3.
(b) The chairman of the national review board shall
cause such investigation to be made of the matter as

AICPA Professional Standards

BL §74OR.02
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APPENDIX B
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
INFORMATION ABOUT THE CODES OF PROFESSIONAL ETHICS
AND BYLAWS OF STATE SOCIETIES

B-I.

Status of codes of professional ethics of state societies.

B-II.

Status of bylaw provisions of state societies with respect
to automatic discipline.
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APPENDIX B-I
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
STATUS OF CODES OF PROFESSIONAL ETHICS
OF STATE SOCIETIES—
AS OF AUGUST 1, 1983
(Manual Reference:
1.

The codes of professional ethics of the following state
societies are automatically conformed with the AICPA Code of
Professional Conduct as a result of provisions of their
bylaws:
Alaska
Arizona
Arkansas
Connecticut
Delaware
Florida
Guam
Hawaii
Idaho
Illinois
Iowa
Kansas

2.

Paragraph 1.4)

Maryland
Maine
Massachusetts
Minnesota
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Mexico
Ohio
Oklahoma

Rhode Island
South Carolina
South Dakota
Tennessee
Utah
Vermont
Virginia
Virgin Islands
West Virginia
Wisconsin
Wyoming

The codes of professional ethics of the following state
societies require some form to action by the individual
society to reflect in its code changes made in the AICPA
Code:
Alabama
California
Colorado
D.C.
Georgia
Indiana

Kentucky
Louisiana
Michigan
Mississippi
New Jersey
New York
North Carolina
North Dakota

Oregon
Pennsylvania
Puerto Rico
Texas
Washington
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APPENDIX B-I
(continued)
3.

The bylaws of the following state societies automatically
adopt the applicable state board code as the society's codes
Kentucky

4.

North Dakota

Oregon

As of August 1, 1983, the following state societies were not
participating state societies:
Guam

Puerto Rico
Oregon

Virgin Islands
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APPENDIX B-II
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
STATUS OF BYLAW PROVISIONS OF STATE SOCIETIES
WITH RESPECT TO AUTOMATIC DISCIPLINE—
AS OF JANUARY 1, 1982
(Manual Reference:

State Society
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Guam
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York

Paragraph 2.2)
Same as
AICPA

Consult for
specifics, if
any
X
X

X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
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APPENDIX B-II
(continued)

State Society
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virgin Islands
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Same as
AICPA

Consult for
specifics
any

X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
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APPENDIX C
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
FORM OF STANDARD JEEP AGREEMENT BETWEEN
THE AICPA AND A STATE, TERRITORIAL, OR
OTHER PROFESSIONAL SOCIETY OF CPAs

(Manual Reference:

Para
graph 1.5)

The American Institute of Certified Public Accountants (AICPA)
and the _________________(the Society), on this ______________
day of __________________ __in the year ______________ , agree as
follows:
WHEREAS:
It is in the public interest to improve the capacity of the
accounting profession to enforce ethical standards and,
WHEREAS:
The duplication of investigation and enforcement procedures be
tween the Society and the AICPA is neither in the public interest
nor in the best interest of the accounting profession and,
WHEREAS:
The national nature of the practice of public accounting makes it
desirable to encourage as uniform an approach as possible to the
enforcement of ethical standards and,
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APPENDIX C
(continued)
WHEREAS:
The parties intend that the ethics enforcement activities of the
AICPA and those of the Society be joined in a single coordinated
effort which continues for all other purposes the separate
existence of the ethics committees of the AICPA and the Society
and,
WHEREAS:
It appears to the parties to be in the public interest that a
joint trial board and review board be empowered to take action as
to members of the AICPA and the Society in matters of enforcement
of applicable codes of professional ethics including reprimands
to and suspension and expulsion of respondents from the Society
and the AICPA as such joint trial boards may deem appropriate.
It is therefore agreed between the parties as follows:
1.

The Society and the AICPA agree to jointly undertake the pro

cedures set forth in the attached Exhibit A, "Improving the
Profession's Enforcement Procedures," which is incorporated by
reference into this agreement and made a part hereof.

The said

Exhibit A is implemented by means of applicable bylaws of the
Society and AICPA Council resolutions under AICPA bylaw provi
sions 3.6.2.3, 7.4, 7.5 and 7.6 which are attached hereto as
Exhibit B.

C-3
APPENDIX C
(continued)
2.

The parties agree that from time to time changes may be

required in the procedures set forth in the attached Exhibit A.
All proposed changes shall be exposed for at least 90 days to the
Society for the purpose of eliciting comment thereon from those
to whom the proposed changes have been exposed.
3.

Notwithstanding the provisions of paragraph 2, the AICPA and

Society agree that if the Society finds any changes in the plan
to be unacceptable to it, negotiations may be undertaken between
the parties for special arrangements to apply only to the
Society.

If the AICPA finds that the special arrangements

desired by the Society are unacceptable in view of the overall
operation and purposes of the enforcement procedures, the Society
may withdraw from the undertaking set forth in Exhibit A attached
hereto.
4.

The AICPA recommends that the Society promulgate the AICPA

Code of Professional Ethics as the Code of Professional Ethics of
the Society.

The AICPA agrees, however, that the Society Code

may differ from that of the AICPA and that, insofar as the juris
diction of the Society is concerned, such Code shall be the Code
enforced by the procedures set forth in the attached Exhibit A
except insofar as this undertaking is modified in paragraph 5
herein below.

C-4
APPENDIX C
(continued)
5.

Nothing in this agreement shall be deemed to require the

Society or the AICPA to do any act which may in its judgment con
stitute a violation of law.

The parties are cognizant of the pro

visions of the decree of the United States District Court for the
District of Columbia in the case of the United States of America
v. American Institute of Certified Public Accountants Docket No.
Civil-1091-72.

It is agreed that this agreement shall not be

interpreted or applied in any manner prohibited by such decree.
It is also specifically agreed that the inquiry and enforcement
procedures under the plan will not be used to inform any party of
the Society’s rule against competitive bidding, or to attempt to
enforce any limitation on the practice of competitive bidding.

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
By:

THE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS
By:

APPENDIX D
D-1

(Manual References:

Paragraph 3.8)

MEMORANDUM OF UNDERSTANDING
ON COOPERATION AND COORDINATION BETWEEN
THE AICPA PROFESSIONAL ETHICS DIVISION
AND THE
SPECIAL INVESTIGATIONS COMMITTEE
OF THE SEC PRACTICE SECTION
The primary objectives of the Special Investigations Committee of
the SEC Practice Section are to:
1.

Assist in providing reasonable assurance to the public
and to the profession that member firms are complying
with professional standards in the conduct of their
practice before the Securities and Exchange Commission
by identifying corrective measures, if any, that should
be taken by a member firm involved in a specific alleged
audit failure.

2.

Assist in improving the quality of practice by member
firms before the Securities and Exchange Commission by
determining whether facts relating to specific alleged
audit failures indicate that changes in generally
accepted auditing standards or quality control standards
need to be considered.

3.

Recommend to the Executive Committee of the SEC Practice
Section, when deemed necessary, appropriate sanctions
with respect to the member firms involved.

The purpose of an investigation of a firm or case by the Special
Investigations Committee is to determine whether one or more of
the following conditions exist:
1.

Quality controls are inadequate in a firm (including any
segment, such as an office or a specialized industry
practice).

2.

There has been a material departure from generally
accepted auditing standards or a material failure to
comply with quality control standards by the individuals
responsible for the engagement in question (such indivi
duals ordinarily being limited to the partner and
manager on the engagement and other partners involved in
decisions affecting the engagement).
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3.

There is a need for reconsidering the adequacy of cer
tain generally accepted auditing standards or quality
control standards.

Under the bylaws of the AICPA, the Professional Ethics Division
has the responsibility among other things, to enforce the Rules
of Conduct and only that division had jurisdiction over individ
ual members of the AICPA with respect to those rules and
interpretations thereof.
The Professional Ethics Division and the Special Investigations
Committee of the SEC Practice Section, recognizing (a) that their
responsibilities and authority are not mutually exclusive, (b) that
it is in the public interest for each to cooperate with the other,
thus contributing to the timely resolution of disciplining matters,
and (c) that it is in the interest of the profession that they
coordinate their activities to minimize duplication of effort
both on their part and on the part of CPA firms and members that
may be the subject of disciplinary proceedings, have agreed to
this memorandum of understanding* setting forth policies and pro
cedures to govern cooperation and coordination between them.
I.Investigations and proceedings by the Special Investigations
Committee and by the Professional Ethics Division related
to the same case ordinarily are not to be conducted con
currently.
(Concurrent investigations may be desirable
when independence or behavioral standards are involved.)

* Approved by the Executive Committee of the SEC Practice Section
and the Executive Committee of the Professional Ethics Division
at their meetings on October 8, 1980 and November 17, 1980,
respectively.
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1.

The Professional Ethics Division will defer any
investigation of its own and will refer to the
Special Investigations Committee —
a.

Any case that (i) involves a client(s) or former
client(s) that is an SEC registrant; (ii) involves
litigation (including criminal indictments) or a
proceeding or investigation publicly announced by
a regulatory agency against a firm that is a member
of the SEC Practice Section or its personnel; and
(iii) alleges deficiencies in the conduct of an
audit or reporting thereon in connection with any
required filing under the Federal securities laws
or violations by the firm or its personnel of the
Federal Securities laws in connection with services
other than an audit for an SEC registrant.

The

Special Investigations Committee shall refer back
to the Professional Ethics Division on a timely
basis any such case that is determined not to fall
within its jurisdiction.
b.

Any case to which Section I.1(a) above does not
apply that involves a client(s) or former client(s)
that is an SEC registrant where it comes to the
attention of the Professional Ethics Division that
SECPS membership requirements may have been violated
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by a firm that is a member of the SEC Practice
Section.

SECPS membership requirements are set

forth in Section IV.3 of the document entitled
Organizational Structure and Functions of the SEC
Practice Section of the AICPA Division for CPA Firms
2.

The Special Investigations Committee will provide to
the Professional Ethics Division all information that
comes to its attention with respect to apparent defi
ciencies in the work of individuals (including work
performed on other engagements) at the time it closes
its case on a firm, or will notify the Professional
Ethics Division at that time that it has no information
indicating such deficiencies, regardless of the source
of the case.

3.

The Special Investigations Committee may decide that a
non-litigated case involving an SEC client of an SECPS
member firm is of sufficient public interest to warrant
its conducting an investigation of the firm or of the
case.

Also, the SECPS Executive Committee may refer on

an ad hoc basis to the Special Investigations Committee
any case, whether or not litigation is involved, which
arose before November 1, 1979, but which requires prompt
attention because events subsequent to November 1, 1979,
indicate the matter has great potential significance to
the public and the profession.
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4.

When the Special Investigations Committee learns that
litigation has been concluded with respect to an open
case, it will advise the Professional Ethics Division
of such event, of the present status of the case, and
of the proposed action with respect thereto.

The

Professional Ethics Division may undertake its own
investigation at that time, if it wishes, but will
advise the Special Investigations Committee of such a
decision.
II. Duplication of effort in the conduct of investigations is
to be avoided.

Accordingly, with respect to the cases

discussed under Section I above, the Professional Ethics
Division and the Special Investigations Committee will each
have access to the full content of the files of the other on
a case subject to the confidentiality considerations set
forth in Section IV hereof.
III.

In furtherance of the objectives of both Sections I and II
hereof, the Special Investigations Committee will provide
the Professional Ethics Division with copies of the
periodic status reports on its activities prepared by its
staff, a draft of which is set forth as the Appendix hereto.

IV. Confidentiality of information is to be maintained.
1.

Information in the files of the Professional Ethics
Division and of the Special Investigations Committee is
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confidential and therefore should be made available
only to those who:
a.

Will conduct an investigation and who will decide
whether a violation has occurred.

b.

Will present charges to a hearing panel or hearing
body.

c.

Will sit as a member of a hearing panel or hearing
body.

d.

Are members of the Executive Committee of the
Professional Ethics Division or the Special
Investigations Committee.

e.
2.

Appropriate staff and counsel.

Notwithstanding the above, members of the Public
Oversight Board and its representatives have access
at all times to information obtained by the Special
Investigations Committee from the Professional Ethics
Division.

Pursuant to Section II.6 of the organizational

document of the Special Investigations Committee, the
Public Oversight Board may make public disclosure of
information thus obtained.

However, it is not expected

that the Public Oversight Board would make public
disclosure in the work of an individual.
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3.

Representatives of the Professional Ethics Division
shall not attend hearings conducted by hearing bodies
within the SEC Practice Section, nor shall represen
tatives of the SEC Practice Section attend hearings
conducted under the Joint Ethics Enforcement Plan,
except by invitation of hearing bodies.
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STATUS REPORT
SPECIAL INVESTIGATIONS COMMITTEE
(DATE)
Matters
to be
Screened
Per last status report

_

__

Monitoring

-

New matters to be screened received
since date of last status report
from:
Litigation reports
Ethics referrals
Other
Changes in status based on decisions
reached at last Committee meeting
Status at date of this report

2
1
(2)

___ 2

1

2

Cases referred to Ethics Division
and included in above totals:
Per last status report
Subsequent referrals
Total
New matters to be screened, as reported above:
(Name of company and auditor to be included here.)
Case closed, as reported above:
(Case number, if applicable, name of company and
name of auditor to be included here.)

Investigating
Firm
Case

Closed
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE OPENING LETTER
(Manual Reference:

Paragraph 3.38)

(Investigation I.D. code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Res

(Subject matter of the investigation)

D e a r ___________________ :
Information has come to the attention of the (name of ethics
committee conducting the investigation) that has caused it to
initiate an investigation of your conduct in connection with
(description of the subject matter or issues being investigated).
The investigation is being conducted under the authority of the
bylaws of the AICPA and the (name of the participating state
society) and in accordance with the procedures of their Joint
Ethics Enforcement Plan. Initiation of this investigation does
not imply that a violation of the Codes of Professional Ethics
of the AICPA and the society has occurred; however, the investi
gation may result in the committee preferring charges of such a
violation against you. Relevant information arising from this
investigation may form a part of any such charges.
The procedures of the Joint Ethics Enforcement Plan require that
the investigation be conducted in a confidential manner. Unless
the matter is presented to a hearing panel of the Joint Trial
Board and the panel finds you guilty of violating an applicable
code of ethics, the results of the investigation will not be
published in the CPA Letter or other publications of the AICPA
or the (name of the participating state society) whose bylaws
require that you cooperate with this investigation.
The (name of committee conducting the investigation) will, if you
so request, defer this investigation if the issues involved are
concurrently the subject of (a) a formal legal proceeding before
a state or federal civil or criminal court, (b) a formal pro
ceeding or investigation by a state or federal regulatory agency
(e.g., a state board of accountancy, U. S. Securities and
Exchange Commission), and/or (c) a formal appeal actually under-
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taken from a decision of a state or federal civil or criminal
court or regulatory agency. Any request you make for deferral
must be in writing and specifically represent that the issues
involved in the investigation are the subject of a formal pro
ceeding, investigation, and/or appeal before a state or federal
court or regulatory agency. The investigation will be resumed at
the completion of the proceeding, investigation, and/or appeal.
You will receive periodic inquiries from the committee or its
staff requesting information about the status of such proceeding,
investigation, and/or appeal.
(Name of firm) has advised the committee that (name of individual)
has been designated to (a) receive copies of correspondence re
lating to this investigation that are directed to its partners and
professional employees and (b) act on your behalf in this investi
gation. Unless you advise the undersigned to the contrary, the
committee will assume that such arrangements are acceptable to you.
Unless you request deferral of this investigation, the committee
requests that you cooperate with it by making written substantive
responses to the following interrogatories:
1.

2.

etc.
The committee requests your further cooperation by. submitting
copies of the following described documents with your replies to
the above questions:
1.

2.
etc
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Section 7.4.6 of the AICPA bylaws requires that your responses
and the requested documents be sent to the undersigned within
thirty days.
As the investigation proceeds, the committee may request that you
respond to additional interrogatories and/or requests for access
to, or copies of, additional documents.
If you have any questions about this investigation, plea
se do not
hesitate to call the undersigned or (name) _____ _____________ .
Very truly yours,

(s)__________________
(Title)
CC:
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE FOLLOW-UP REQUEST
(Manual Reference:

Paragraphs 3.39 and 3.61)

(Investigation I.D. code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Re:

(Subject matter of the investigation)

Dear _________________:
Under date of ___________ ________ , the (name of ethics committee
conducting the investigation) sent you a letter that included
interrogatories and/or a request for documents in connection with
the committee's investigation of the above captioned matter. A
copy of that letter is enclosed for your convenience.
To date the committee has not received a substantive response
from you to the interrogatories and/or request for documents
included in its letter. The bylaws of the AICPA and the (name
of the participating state society) provide that a hearing panel
of the trial board may discipline a member if the member fails
to cooperate with this committee in a disciplinary investigation
of him or his partner or employee by not making a substantive
response to interrogatories or a request for documents within
thirty days of their posting.
The committee urges you to respond within the next thirty days.
If you fail to make a substantive response, the committee will
have no choice but to initiate action under the provisions of the
bylaws described in the preceding paragraph.
Very truly yours,

(s)
(Title)
CC:
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE OPENING STATEMENT
WHEN MEETING WITH A RESPONDENT
(Manual Reference:

Paragraph 3.67)

Thank you for joining us. My name is _________________________.
I am (chairman of: a member of: a member of the staff of: legal
counsel for: etc.) the (name of the ethics committee conducting
the investigation). This is
(name)
who is
(chairman of: a member of: etc.) the committee.
The purposes of this meeting are to give you an opportunity to
discuss the issues that the committee is investigating in connec
tion with (description of the subject matter of the investigation),
to describe to you the evidence that the committee has obtained
to date during the course of its investigation, and to afford you
the opportunity of offering any additional evidence that you
believe the committee should consider in its investigation.
We also plan to pose interrogatories to you about the matter that
is being investigated. You may decline to answer such interroga
tories during this meeting. If you do decline to answer one or
more of these interrogatories, the Committee may, subsequent to
this meeting, pose such interrogatories to you in writing. Under
the contracts of membership that exist between you and the AICPA
and you and the (name of participating state society), you have
an obligation under the bylaws of those organizations to respond
fully and promptly to written interrogatories and requests for
relevant documents.
You should understand that the committee has not formed any
conclusions with respect to the issues of this investigation.
Accordingly, we cannot and will not express any opinion regarding
the committee's ultimate findings.
Following this meeting, we will prepare a report for the con
fidential and exclusive use of members of the committee and
others who have access to the committee's confidential files.
Our reports will be part of the evidence the committee may con
sider in forming its conclusions.
Following the completion of this investigation, the committee
will determine whether it has found prima facie evidence that you
violated one or more Rules contained in the Codes of Professional
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Ethics of the AICPA and (name of participating state society).
If the committee finds prima facie evidence that you violated one
or more of those rules, it may decide that the matter should be
brought before a panel of the appropriate regional trial board
for possible disciplinary action? our report of this meeting may
be presented to that panel. If, however, the committee concludes
that the violation is not of sufficient gravity to warrant a
disciplinary action, it may either close its investigation with
no action other than a confidential letter notifying you of the
violation or it could issue a confidential administrative repri
mand to you. A copy of an administrative reprimand would, if
issued, be placed in the confidential files at the AICPA and
(name of participating state society), but there would be no
publication of it in the CPA Letter or other AICPA or (name of
participating state society) publication. An administrative
reprimand could direct you to complete specific continuing pro
fessional education courses within a specified period of time.
Do you have any questions about the purposes, conduct, or poten
tial consequences of this meeting?

H-1

APPENDIX H

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL

STATEMENT THAT THE AICPA ETHICS DIVISION HAS USED IN TRIAL BOARD
HEARINGS TO DEFEND THE CONFIDENTIALITY OF INTERNAL MEMORANDA AND
COMMUNICATIONS WHEN RESPONDENTS OR THEIR COUNSEL HAVE REQUESTED
ACCESS TO SUCH MEMORANDA AND COMMUNICATIONS.
(Manual Reference:

Paragraph 3.82)
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INTRODUCTION

The Ethics Charging Authority ("ECA") respectfully submits that
the respondent’s request to examine the confidential internal
memoranda circulated among members of any committee involved,
prior to the finding of a prima facie case, is improper and
should be denied.
POINT I
Granting Respondents1 Request Will Do Irreparable Harm and
Interfere with the Process of Ethics Enforcement
Members of AICPA subcommittees, the executive committee and the
state society ethics committees are volunteer CPAs who give freely
of their time in the public interest.

They perform the necessary

and difficult task of weighing a particular case against their
collective expertise to determine if charges should be made.
They do not decide anything.*
The nationwide nature of CPA practice impels a modus operandi
within the ECA under which much of the preliminary mental "spade
work" is done by committee members by themselves.

It is then

committed to memoranda and circulated to other members.

Periodic

meetings of state society ethics committees, AICPA subcommittees,

* Only the Joint Trial Board can impose discipline

H-3
APPENDIX H
(continued)
and especially the AICPA executive committee, are severely limited
by considerations of work load and time and are largely occupied
with in-depth discussion based on each member’s prior study of
each other’s work.
It is vital to the ethics enforcement process that the previously
circulated memoranda be cogent, complete, and the fully honest
expressions of each individual's opinion.
If the CPAs, who thus serve the public and the profession, were to
have thrust upon them the added burden of having their innermost
thoughts exposed to the view of respondents and adversary counsel,
the whole ethics enforcement process would be irreparably harmed.
All prior exchange of information and thinking would, of necessity,
be reduced to:
"From:

Smith

To:

Jones

Subjects

Case against J. B. Brown
Let's discuss this in Chicago at
the next meeting."

Every case would have to be considered almost from the beginning
by every member under severe time pressures.

Ultimately respon

dents would suffer by virtue of the absence of the thorough pre
liminary consideration which is now given to each case.
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POINT II
Respondents Do Not Have a Legal Right to the Relief Sought
It must be borne in mind that in considering formal ethics charges
we are dealing with the rights or respondents to continue as
members of private voluntary professional associations and not
criminal or quasi-criminal matters.

Considerations of procedural

due process do not require the granting of this request.

Even

in civil actions at law, where the legal burden is greater, the
confidentiality claimed by the ECA here is respected.
The U.S. Supreme Court has spoken on a comparable question in a
civil case as follows:
(Mr. Justice Murphy for the court)
"Proper preparation of a client’s case demands that... (the
lawyer)...assemble information, sift what he considers to
be relevant from the irrelevant facts prepare his legal
theories and plan his strategy without undue and needless
interferences...This work is reflected...in interviews,
statements, memoranda, correspondence, briefs, mental
impressions, personal beliefs, and countless other
intangible ways— aptly...tremed...’work product...' Were
such materials open to opposing counsel on mere demand,
much of what is now put down in writing would remain written*
An attorney's thoughts, heretofore inviolate, would not be
his own...The effect on the legal profession would be
demoralizing...and the cause of justice would be poorly
served." Hickman v. Taylor, 329 U.S. 495, 91 L. Ed. 451
(1946)
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The opinion of the court in this case also includes a concurring
opinion which is an eloquent dissertation on the evil inherent in
exposing the mental processes of those professionally charged
with forming conclusions to an adversary's scrutiny when those
conclusions are subject to later hearings at which the due pro
cess burden must be carried.

Even though they agreed with the

majority's ruling, Justices Jackson and Frankfurter would not
have been moved to separately concur unless they felt the question
to be important enough to leave their personally drafted stamp of
approval on this rule.

CONCLUSION
For these same reasons the ECA respectfully submits that respon
dents be denied access to the confidential internal memoranda of
the various components of the ECA under the profession's Joint
Ethics Enforcement Plan.

The ECA must comply with due process

at the Trial Board Hearing; the presenting member is physically
present and available for what is, in effect, cross examination;
the ECA is bound by what it has previously furnished to the re
spondent and thus due process has been met.
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN
WHEN THERE IS
INFRACTION OF A
BY
(Manual Reference:

APPROPRIATE CLOSING LETTER
NO PRIMA FACIE EVIDENCE OF
CODE OF PROFESSIONAL ETHICS
THE RESPONDENT

Paragraph 4.8)

(Investigation I.D. code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Re:

(Subject matter of the investigation)

Dear _________________ s
In its investigation of the above captioned matter, the (name of
ethics committee that conducted the investigation) found no prima
facie evidence that you violated the Codes of Professional Ethics
of the AICPA or (name of participating state society) ("the
Codes”). Accordingly, the committee has decided to close this
investigation with respect to you, but the procedures under which
investigations are conducted will require that it be reopened if
new information becomes available that warrants such action.
The committee appreciates and thanks you for your cooperation in
this investigation.
Very truly yours,

(s)
(Title)
cc:
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF APPROPRIATE WORDING FOR MINUTES
WHEN AN ETHICS COMMITTEE FINDS PRIMA FACIE
EVIDENCE THAT A RESPONDENT HAS VIOLATED A
CODE OF PROFESSIONAL ETHICS
(Manual References:

Paragraphs 4.10 and 4.11)

(Use a separate page of the minutes for each investigation)
Identification of Sponsoring Organization
(AICPA or participating state society)
Identification of Committee
Minutes of meeting of _____ (date)______
Investigation (identification code)
Re:

(Subject matter of the investigation)

The committee found prima facie evidence that the respondent,
(name of respondent), violated Rule ________ of the Rules of
Conduct of the AICPA Code of Professional Ethics in that (he or
she) did not observe the requirements of (identification of the
interpretations, rulings, and/or paragraphs or sections of en
forcement professional and regulatory literature) In (subject
matter of the investigation). Specifically, the evidence shows
that the respondent (summary of the respondent's conduct that
constituted the violation). — — —— —
After consideration of the gravity of the violation described
in the preceding paragraph, the committee concluded that
*
* Example of appropriate wording are:
(a)
(b)

a case against the respondent should be presented before
the trial board.
an administrative reprimand should be issued, and the
respondent should be directed to complete the following con
tinuing professional education courses prior to (date)
:
_____Course___________

(c)

a letter of minor violation should be issued.

Hours
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Mr. _____________________did not participate in the consideration
of the results of this investigation. Mr. _______________ wishes
to be recorded as opposed to the action of the committee because
(state the member’s reason).
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One of the hallmarks of a profession is a wellestablished and generally accepted code of ethics.

When one

applies for admission to the AICPA and/or to a state CPA
society, he or she agrees to abide by their Code of
Professional Ethics and their bylaws.

The member must recog

nize that such membership(s) obligates him or her to abide
by rules in addition to those which may bind the member under
the rules of professional conduct of the state board of
accountancy issuing his or her certificate.

Generally speaking, the ethics division of the AICPA
and/or the ethics committee or body with similar jurisdiction
of a state society participating in the joint ethics enforce
ment plan, constitutes the ethics charging authority which
investigates alleged breaches of ethical standards.

When the

ethics charging authority finds a prima facie case of violation
of ethical standards, it reports the matter to the Secretary
of the Joint Trial Board Division, who summons the member to
trial.

The objective of the Joint Trial Board Division is to
provide for uniform enforcement of professional standards by
adjudicating disciplinary charges against members of a par
ticipating state society and AICPA through a system of regional
trial boards and a National Review Board.

A participating state

society is a state society of certified public accountants which
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has entered into an enabling agreement with the AICPA concerning
integrated ethics enforcement.

Decisions affect both AICPA and

participating state society memberships.

In order that the Joint Trial Board Division may
function in an orderly manner, certain rules of procedure and
practice have been formulated and are set forth in this manual
as a guide for members of the division who might be called upon
to sit on a hearing panel and for respondents who may be called
before a panel to answer disciplinary charges.

Proceedings

before hearing panels of the Joint Trial Board Division, however,
are informal and broadly comparable to administrative hearings
in order that each side may have maximum flexibility in present
ing its case to the hearing panel.

The formal rules of evidence

applicable to proceedings at law or in equity do not apply
and any evidence, whether written or oral, will be considered
by the hearing panel if relevant to the case at hand.
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RULES OF PROCEDURE AND PRACTICE OF THE
JOINT TRIAL BOARD DIVISION
Rule 1.

Composition of the Joint
Trial Board Division
The Joint Trial Board Division consists of twelve

Regional Trial Boards and the National Review Board.
A. Regional Trial Boards
Regional trial boards are hearing boards of general
original jurisdiction established to adjudicate complaints
made under the ethics codes of the AICPA and/or participating
state societies.

There are twelve regional trial boards,

each representing a specific area of the country.

(A map

of the regional trial boards is attached as Appendix D.)
Each regional trial board is composed of one member from each
state or territory in the region designated by the state CPA
society president or as otherwise determined by the state society
Board of Directors.

Any state not comprising a region by

itself and having more than 6,000 members of the AICPA is
entitled to one additional member on the regional trial board.
A state which comprises a region by itself is entitled to
designate three members to its regional trial board.

A

regional trial board member serves for a three-year term.
Each regional trial board has a chairman who is appointed
annually from among the trial board members in the region
by the Chairman of the AICPA with the approval of its Board
of Directors.
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Regional trial boards do not sit in their entirety
but act through hearing panels.

A hearing panel of a regional

trial board consists of five members, with a majority
constituting a quorum.

Each regional trial board chairman,

when notified of the pendency of an ethics charge requiring
a hearing, appoints two trial board members from his region
to a hearing panel and appoints one of the two members as
chairman of the hearing panel.

He may choose to appoint

himself as one of the hearing panel members or as chairman
of the hearing panel.

The remaining three hearing panel

members are appointed by the state society of the state in
which the respondent resides from among its membership,
except that if a state has not entered into an agreement of
participation in the joint ethics enforcement program,
such remaining three panel members would be appointed by the
Chairman of the Joint Trial Board Division.

If the state

society chooses not to appoint the remaining panel members,
the Chairman of the Joint Trial Board Division appoints
the remaining panel members from among members of the
Institute residing in the same reason as the respondent.
B.

National Review Board
As its name

national in scope.

implies, the National Review Board is
It is the final appellate authority in

matters heard and determined by the regional trial boards.
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It also exercises original jurisdiction over cases in which
the respondent petitions to the National Review Board for a
direct hearing and which petition is granted by an ad hoc
screening committee.

The National Review Board consists of

twelve members who are elected by AICPA Council.

No two

or more members of the National Review Board shall have
their principal place of practice in the same state.

A

Chairman of the National Review Board, who is also the
Chairman of the Joint Trial Board Division, is appointed
from among the members of the National Review Board by the
Chairman of the AICPA with the approval of its Board of
Directors.
The National Review Board does not sit in its
entirety but acts through ad hoc committees and hearing
panels.

Ad Hoc Committees
Ad hoc committees of the National Review Board
are composed of three members, appointed by the Chairman of the
National Review Board, who also appoints one to be chairman.
The Chairman of the National Review Board can appoint himself
as a member of the ad hoc committee or as its Chairman.
majority of the committee constitutes a quorum.

A

There are two

types of ad hoc committees: those which act on petitions for
removal of cases from regional trial boards and those which act
on petitions for review of cases decided by regional trial boards
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Hearing panels of the National Review Board are
composed of five members, appointed by the Chairman of the
National Review Board, who also appoints one of the members to be
the chairman.

The Chairman of the National Review Board can appoint

himself as a member of the hearing panel or as its chairman.
majority of the hearing panel constitutes a quorum.

National

Review Board hearing panels may:
(a)

hear cases for which petitions for removal
from regional trial boards have been granted
by an ad hoc committee;

(b)

hear cases for which a petition for review
of a case decided by a regional trial board
has been granted by an ad hoc committee; and

(c)

hear petitions for reinstatement of expelled
members.

C.

Requirements for Service on Boards
Regional trial board and National Review Board

members must be members of the AICPA and of a state society
in their region.

The following persons are not eligible for

membership on the National Review Board or any regional
trial board:
(a)

A member of the AICPA Professional Ethics
Division;

(b)

A member of a state society ethics committee
having responsibility for investigating
complaints or bringing disciplinary charges,
or any other committee with similar
responsibilities;

A
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(c)

A member of a state board of accountancy
charged with regulating the profession of
public accountancy, or other state agency
having similar responsibility.

Rule 2.

Hearings
A.

Agenda

An agenda for the conduct of disciplinary hearings
which has been adopted by the Joint Trial Board Division for
use by its hearing panels is attached as

Appendix A.

While

it is desirable that the agenda be adhered to for the good
order of the proceedings,

reasonable deviation may be

permitted by the chairman of the hearing panel for good cause.
Normally, once a hearing panel is convened and assembled to
hear a case, every effort will be made to reach a decision
while it is convened and all parties shall be prepared to
present their full case at that time.
B.

Notice of Hearing

In all cases where a formal ethics charge is to
be heard by a hearing panel, the Secretary of the Joint Trial
Board Division mails to the respondent, at least 30 days
prior to the proposed hearing date, a ’’Notice of Hearing"
containing a description of the charge or charges against
the respondent and indicating the time and place of the hearing.
Such notice, when mailed by registered or certified mail,
postage prepaid, addressed to the respondent at his last known
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as reflected in the records of the AICPA or any participating
state society, is deemed to be properly served.

C.

Memoranda

The ethics charging authority shall present the
hearing panel with a hearing memorandum containing the material
upon which it intends to rely at the hearing.

Copies of the

hearing memorandum and related material shall also be fur
nished to the respondent at the time of the mailing of the
notice of hearing.

The respondent is encouraged to furnish

a reply memorandum to the Secretary of the Joint Trial Board
Division.

To allow time for distribution of the memorandum

to the panel members, such memorandum should be received at
least 14 days before the hearing date scheduled in the notice
of hearing.
D.

Appearance

A respondent may appear in person and/or be
represented by counsel at any hearing before any hearing panel.
The panel is empowered to conduct a hearing regardless of
whether or not the respondent or his representative actually
attends the hearing.

E.

Confidentiality

All proceedings before hearing panels are confidential.
However, notice of a disciplinary decision of guilty by a
hearing panel shall be accomplished as set forth in the resolution of
the AICPA Council under section 7.6 of the AICPA bylaws and
as provided in the bylaws of the participating state society.
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Witnesses

Both the respondent and ethics charging authority
may produce such witnesses as they deem appropriate.

Wit

nesses will be informed of the confidential nature of the
proceedings and, since it is assumed they will testify
truthfully, need not be sworn.

On motion of the respondent,

the ethics charging authority or its representative or any
member or members of the hearing panel, all or any witnesses
will be excluded from the hearing room except during such
time as they are actually giving testimony.

G.

Postponement

Prior to the hearing date the Chairman of the Joint
Trial Board Division can postpone the hearing of a pending
case and reschedule the case for hearing before the same or
another hearing panel at a later date.

Either the respondent

or the ethics charging authority may request a postponement.
Requests for postponement must be made in writing addressed
to the Secretary of the Joint Trial Board Division and must
succinctly state the reasons why the postponement is being
requested.

A postponement is not a matter of right and

will be granted only upon the showing of good and sufficient
reason.
When in actual session for the purpose of hearing
a case, any hearing panel by majority vote may postpone the
scheduled hearing of such case and designate a new hearing
date upon a showing of good cause.
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Denial of a request for postponement does not
prevent the respondent whose request is denied from reassert
ing the substance of his request for postponement and its
denial as a basis for a request for review under these
rules following a decision on the merits of the case.
H. Petition to Remove Case
to the National Review Board
A respondent desiring to petition that a case
scheduled to be heard by a regional trial board hearing
panel, be heard instead by a panel of the National Review
Board must do so within thirty days of the mailing
of the notice of hearing.

The filing of such petition with

the Secretary of the Joint Trial Board Division suspends the
hearing date in the notice.

Such petition

is referred

to an ad hoc committee of the National Review Board for its
determination.
There is a presumption that cases should be heard
by a regional trial board which presumption must be overcome
by the petitioner.

The petition must state concisely the

reasons for removal as set forth by the respondent and all
exhibits or other material relied upon in arguing for removal
must be included with the petition.
Upon receipt of a petition for removal of a case
under these rules, the Secretary of the Joint Trial Board
Division notifies the Chairman of the National Review
Board who selects three members of the National Review
Board to constitute the ad hoc committee to act on the petition
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The ethics charging authority may, but need not,
file a written response to the petition.

The response of the

ethics charging authority, if filed, shall be filed within
20 days of the filing of the respondent’s petition for removal.
A copy of the response shall be furnished to the respondent.
There

is no oral hearing on the petition

or the ethics charging authority’s written response unless
requested by the ad hoc committee.

If such request is made,

the Secretary of the Joint Trial Board Division arranges
for an expeditious hearing, with or without a court reporter
as the ad hoc committee desires, to dispose of the issues
raised by the petition and any response thereto.
hearing is confined to the issue of removal.

Any such

A quorum

of the ad hoc committee is all those appointed to it.

The

ad hoc committee grants or denies the petition to remove
the case from the regional trial board to the National Review
Board and advises the Secretary of the Joint Trial Board Division
to notify the parties of its decision.

Such decision is not

subject to review.

I.

Hearing Panel Decisions

After the presentation of all evidence by the ethics
charging authority and by the respondent or his representative,
the regional trial board hearing panel(or the National Review

K
-13-

Board hearing panel exercising original jurisdiction over a
case) must reach a decision in executive session on whether
the respondent is guilty or not guilty as charged.
requires a majority vote of the panel.

This

If found guilty on

one or more charges, votes are taken to determine the punish
ment to be imposed.

The following votes of those present and

voting are required for disciplinary action:
•

Expulsion requires the affirmative vote
of two-thirds of those present and voting

•

The following sanctions require the
affirmative vote of a majority of those
present and voting:
(a)

Suspension of membership for up to
two years

(b)

Admonishment

(c)

Specified CPE courses

(d)

Peer review of the respondent’s
practice

J.

Review of Decision of Regional Trial
Board by the National Review Board

A respondent in a case decided by a regional trial
board may request a review of the decision by the National
Review Board, provided such a request for review is filed
with the secretary of the Joint Trial Board Division within
30 days after the decision of the regional trial board.

The

request shall include in detail the reasons for requesting the
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The request may be supplemented by any relevant

material, including material not submitted at the hearing
before the hearing panel, provided such supplementary
material is filed with the Secretary of the Joint Trial
Board Division within 15 days after the expiration of the
30-day period for requesting review.

With the exception

of the 30-day period for filing a request for review, the
time limits set out in this rule may be extended by the
Chairman of the National Review Board for such period or
periods as he deems appropriate, provided that a written
application for such extension of time setting forth the
reasons for requesting such extension is received by the
Secretary of the Joint Trial Board Division prior to the
expiration of the time requested to be extended.
Upon receipt of a request for review of a decision
by the National Review Board, the Secretary of the Joint
Trial Board Division notifies the Chairman of the National
Review Board who appoints three members of the National
Review Board to constitute the ad hoc committee to act on
the request.

The Chairman can appoint himself as a member

of the ad hoc committee or as its Chairman.

A quorum of the

ad hoc committee consists of all those appointed to it.
The ethics charging authority may submit a memo
randum for the consideration of the ad hoc committee,
provided such memorandum is served on the respondent and
the Secretary of the Joint Trial Board Division within 20
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days after the receipt of the respondent’s request for
review.

The ad hoc committee reviews the stenographic

transcript of the hearing before the regional trial board,
copies of all exhibits filed with its hearing panel and
all papers filed in connection with the request for review.
The committee then decides whether such request for review
by a hearing panel of the National Review Board shall be
granted.

Such review is not a matter of right and will

be granted only when the ad hoc committee, in the exercise
of its considered judgment, finds, for example, that the
discipline imposed by the regional trial board panel is
clearly disproportionate to the offense; or that the facts
as found by the regional trial board are inconsistent with
the discipline imposed, or that any applicable rule of
ethical conduct which applies to the respondent has been
misinterpreted by the regional trial board panel; or that
the respondent has carried the burden of showing new evi
dence which existed but which was unknown at the time of
the original hearing which is competent, relevant and has
the potential to have changed the result of the regional
trial board hearing.
A decision by the committee denying a request for
review is final and not subject to further review.

The

Secretary of the Joint Trial Board Division notifies the
respondent of the decision.

If a request for review is

allowed, the Secretary of the Joint Trial Board Division
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gives the respondent at least 60 d a y s ’ notice of the time
and place determined by the Chairman of the National Review
Board for the review hearing of the case.
At the hearing on review a panel of the National
Review Board shall consider the entire record of the regional
trial board hearing panel together with such additional
relevant material or memoranda as the respondent may desire
to bring before it.

Any such additional material or memoranda

shall be filed with the Secretary of the Joint Trial Board
Division within 30 days of the notice of the hearing date
given to the respondent.

The record on review may be supple

mented by any additional matter which the National Review
Board hearing panel considers to be relevant and of sufficient
importance to merit consideration on review.

Copies of any

material filed by the respondent shall be sent by the Secretary
of the Joint Trial Board Division to the ethics charging authority
which may, but need not, file a memorandum in reply.

Any such

reply memorandum must be received by the Secretary of the Joint
Trial Board Division within 30 days of the receipt by the said
ethics charging authority of the respondent's material.
At such hearing, the respondent shall bear the burden
of convincing the National Review Board hearing panel that
there should be a change in the decision of the regional trial
board hearing panel.
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After hearing the case on review, the National Review
Board hearing panel may affirm, modify or reverse all or any
part of the decision of, or penalty imposed by, the regional
trial board or make such other disposition of the case as it
deems appropriate.
K . Effective Dates of Decisions
1. Of a Regional Trial Board:
A decision of a regional trial board hearing panel
shall become effective (a) 30 days after it is made, if no
request for review is properly filed within such 30-day period;
or (b) upon the denial of a request for review, if such a
request has been properly filed within the 30-day period and
has been denied by an ad hoc committee; or (c) upon the
decision of the National Review Board in cases where a review
has been granted by an ad hoc committee and the Board has
affirmed the decision of the regional trial board.

2. Of the National Review Board:
A decision of the National Review Board hearing panel
shall be effective when made unless the panel directs otherwise.
L. Reconsideration of Prior Decision
A resolution of the AICPA Council under Section 7.5
of the AICPA bylaws provides for discretionary reconsideration
of prior decisions "at any time after publication in the member
ship periodical of the AICPA of a statement of the case and
decision."

Application by a respondent for such reconsideration
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shall be in writing, shall state the reason for requesting
reconsideration, and shall be filed with the Secretary of the Joint
Trial Board Division at the principal office of the AICPA.
This rule is designed to permit hearing panels governed by
these rules, in certain limited circumstances, to reconsider
decisions because of new information which was not considered
prior to such decisions and which is likely to have had a
material effect on them.
Upon receipt of an application for reconsideration,
the Chairman of the Joint Trial Board Division shall
refer the application to a hearing panel composed of as many
of the members of the original hearing panel as are available.

In

the event that members of the original hearing panel which heard a
case are no longer members of either the National Review Board or
a regional trial board the Chairman of the Joint Trial Board
Division shall appoint rep lacements from the National Review Board
or a regional trial board, as appropriate, to consider the
application.
The procedure to be followed under this rule is
discretionary with the appropriate hearing panel.

The

decisions on such reconsideration shall be final and shall
not be subject to further appeal.

A member may apply for

further reconsideration at any time after two years from the
date of a denial of the reconsideration sought under this
rule.
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Rule 3.

Requests for Reinstatement of Membership
A former member of the Institute whose membership has

been automatically terminated under the bylaws for discip
linary reasons or who has been expelled by or had his resignation
accepted by a panel of the Joint Trial Board Division may apply
for reinstatement of his membership by meeting the following
requirements:
1. The Request for Reinstatement of Membership
form must be filed with the Secretary of the
Joint Trial Board Division no sooner than three
years after the effective date of the termina
tion of membership.
2. The applicant is expected to appear before
the hearing panel considering his or her
reinstatement request.

If extenuating

circumstances prevent the applicant from
appearing before the panel, such circum
stances must be enumerated and submitted
in writing to the Secretary of the Joint
Trial Board Division prior to the date of
the hearing.
3. The applicant should support his or her
request for reinstatement with evidence
of rehabilitation since the date of
termination of membership, either at the
time of the hearing or in writing prior
to the date of the hearing.
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Guidelines which will be considered by a hearing
panel when deliberating a reinstatement request are set
forth in Appendix C.

K
-21Appendix A

AGENDA FOR AN ORIGINAL HEARING BEFORE
A REGIONAL TRIAL BOARD OR A
NATIONAL REVIEW BOARD HEARING PANEL

1.

The chairman calls the meeting to order.

He should

insure that a reporter is present and prepared to
transcribe a record of the hearing.
2.

The chairman requests respondent and his counsel, if
any, and the ethics charging authority’s representatives
to appear.

The Secretary of the Joint Trial Board

Division escorts the parties and their representatives
to the meeting room and presents them to the chairman,
who then identifies the other members of the panel.
3.

The Secretary notes the presence of the representatives
of the ethics charging authority and counsel, if present
the reporter and all others present.

He calls the roll

of the members of the hearing panel.
After the roll is called, the Secretary announces for
the record whether a quorum is present.

(A quorum is a

majority of those appointed to the panel.)
The chairman should caution all persons present of the
confidential nature of all matters to be discussed at
the hearing.

The respondent and the ethics charging

authority representative then will be asked to identify
their witnesses, if any, for the record.
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If the respondent is present and makes an application
for postponement of the hearing, such request is then
considered in executive session and decided by majority
vote.
If neither the respondent nor a representative is
present, the chairman may proceed if he determines and
states for the record that it is appropriate to do so
under the circumstances.

4.

The chairman announces that the formal reading of the
notice of charges be dispensed with unless requested by
the members of the hearing panel or the respondent or
counsel.

5.

The chairman explains that the hearing will be conducted
in accordance with the rules of procedure and practice
of the Joint Trial Board Division, a copy of which has
been previously furnished to the respondent, and that
the formal rules of evidence do not apply.

If during the course of the hearing the respondent or
his counsel or a representative of the ethics charging
authority or a member of the hearing panel objects to a
line of questioning or to the submission of a particular
item of evidence, the chairman is empowered to rule.

Ordinarily, witnesses, if any, will be questioned first
by the side calling them, then by the opposing party,
and then by members of the hearing panel.
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6.

The chairman calls on the representatives of the ethics
charging authority or its counsel to present t h e case.
In the course of his presentation, any exhibits to be
introduced are passed to the respondent
for inspection.

(or his counsel)

They are then passed to the chairman

who orally indicates his acceptance if they are to be
admitted.

7.

On completion of the ethics charging authority’s presen
tation, the chairman inquires whether the respondent or
his counsel wishes to question the representatives of
the ethics charging authority.

8.

The chairman then calls on the respondent or his repre
sentative to answer the charges and submit any evidence
in support of his answer.

9.

On completion of the respondent’s presentation, the
chairman then inquires whether the representative of the
ethics charging authority or its counsel plans to offer
anything in rebuttal or to ask any questions of the
respondent or his counsel.

10.

The members of the hearing panel may then question
the ethics charging authority and the respondent or his
counsel.

The chairman may invite any comments or ques

tions likely to reveal additional relevant facts.
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11.

The chairman requests the ethics charging authority
and then the respondent or his counsel to summarize
their cases prior to the hearing p a n e l ’s deliberation
in executive session.

12.

On completion of the presentation of evidence and
discussion, the chairman requests that all, other than
members of the hearing panel, retire from the room.
In the absence of objection from the respondent or the
ethics charging authority, the hearing panel may
consult with its legal counsel at any point in its
deliberations.

13.

The hearing panel then determines in executive session
its disposition of the case by polling all participating
members, including the chairman.

The procedure in this

respect shall be as follows:
a.

With respect to each charge a motion is made by one
of the members to find the respondent guilty or not
guilty, as the case may be.

b.

The motion is discussed.

c.

A vote is then taken on the motion and the respondent
is found either guilty or not guilty.

This is done

by a majority vote.
d.

If found guilty on one or more charges, votes are
taken to determine the punishment to be imposed.
Ordinarily the most serious form of punishment is
voted on first.

The following votes of those present

and voting are required for disciplinary action:
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(1)

Expulsion requires the affirmative vote of
two-thirds of those present and voting

(2)

The following sanctions require the affir
mative vote of a majority of those present
and voting:
a)

suspension of membership for up to two
years

14.

b)

admonishment

c)

specified CPE courses

d)

peer review of the respondent’s practice

The hearing panel shall then consider the question of
whether to recommend that the ethics charging authority
bring charges against the respondent before the appro
priate state board(s) of accountancy to seek suspension
or revocation of the respondent's CPA certificate or
right to practice public accounting by the said board(s).

15.

All parties to the hearing prior to executive session
and the reporter are invited back into the room.

The

chairman reconvenes the hearing on the record and reads
the hearing panel's decision.
16.

Upon a finding of guilty, the Secretary of the Joint Trial
Board Division informs the respondent that the decision
and the respondent's name will be published in The CPA
Letter, that the State Board of Accountancy will be
notified of the decision and instructs the respondent
of the right to request a review of the finding by the
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National Review Board under the rules of procedure and
practice of the Joint Trial Board Division.
17.

N

o publication of the decision or disclosure of name

shall be made upon a finding of not guilty unless
requested by the respondent.
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Appendix B

AGENDA FOR A HEARING BEFORE A NATIONAL
REVIEW BOARD HEARING PANEL CONVENED
TO REVIEW A DECISION OF A REGIONAL TRIAL
BOARD HEARING PANEL

1.

The chairman calls the meeting to order.

He should

insure that a reporter is present and prepared to
transcribe a record of the hearing.
2.

The chairman requests respondent and his counsel, if
any, and the ethics charging authority's representatives
to appear.

The Secretary of the Joint Trial Board

Division escorts the parties and their representatives
to the meeting room and presents them to the chairman,
who then identifies the other members of the panel.
3.

The Secretary notes the presence of the representatives
of the ethics charging authority and counsel, if present,
the reporter and all others present.

He calls the roll

of the members of the hearing panel.
After the roll is called, the Secretary announces for
the record whether a quorum is present.

(A quorum is

a majority of those appointed to the panel.)
The chairman should caution all persons present of the
confidential nature of all matters to be discussed at
the hearing.

The respondent and the ethics charging

authority representative then will be asked to identify
their witnesses, if any, for the record.
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If the respondent is present and makes an application
for postponement of the hearing, such request is then
considered in executive session and decided by majority

vote.
If neither the respondent nor a representative is
present, the chairman may proceed if he determines and
states for the record that it is appropriate to do so
under the circumstances.
4.

The chairman announces that the formal reading of the
notice of charges be dispensed with unless requested by
the members of the hearing panel or the respondent or
counsel.

5.

The chairman explains that the hearing will be conducted
in accordance with the rules of procedure and practice
of the Joint Trial Board Division, a copy of which has
been previously furnished to the respondent, and that
the formal rules of evidence do not apply.
The chairman notes in the record for the benefit of the
members of the hearing panel, the respondent and the
ethics charging authority representatives that the
respondent bears the burden of convincing the panel
that there should be a change in the decision of the
regional trial board hearing panel and that the panel
may, after hearing the case on review, affirm, modify
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or reverse all or any part of the decision of or
penalty imposed by the regional trial board or make
such other disposition of the case it deems appro
priate.
If during the course of the hearing the respondent
or his counsel or a representative of the ethics charg
ing authority or a member of the hearing panel objects
to a line of questioning or to the submission of a
particular item of evidence, the chairman is empowered
to rule.
Ordinarily, witnesses, if any, will be questioned first
by the side calling them, then by the opposing party,
and then by members of the hearing panel.
6.

The chairman calls upon the respondent to present his
case as to why the panel should modify the result of
the regional trial board panel hearing.

7.

On completion of the respondent's presentation, the
chairman inquires whether the representative of the
ethics charging authority wishes to question the
respondent as to any item of the presentation.

8.

The chairman then calls on the ethics charging author
ity to reply to the respondent's presentation and
submit evidence, if any, in support of such reply.

K
-30-

On completion thereof, the members of the hearing panel
may then question either side.

The chairman may invite

any comments or questions likely to reveal additional
relevant facts.
9.

The chairman requests the respondent or his counsel
and then the ethics charging authority to summarize
their cases prior to the hearing p a n e l ’s deliberation
in executive session.

10.

On completion of the presentation of evidence and
discussion, the chairman requests that all, other than
members of the hearing panel, retire from the room.
In the absence of objection from the respondent or the
ethics charging authority, the hearing panel may consult
with its legal counsel at any point in its deliberations.

11.

The hearing panel then determines in executive session
its disposition of the case by polling all participating
members, including the chairman.

The procedure in this

respect shall be as follows:
a.

The members of the panel shall first determine
by majority vote if any change is to be made
in the decision of the regional trial board
hearing panel.

b.

If a change is to be made in the decision of
the regional trial board hearing panel, with
respect to each charge a member of the hearing
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panel makes a motion to find the respondent
guilty or not guilty, as the case may be.
c.

The motion is discussed.

d.

A vote is then taken on the motion and the
respondent is found either guilty or not
guilty.

e.

This is done by a majority vote.

If found guilty on one or more charges,
votes are taken to determine the punishment
to be imposed.

Ordinarily the most serious

form of punishment is voted on first.

The

following votes of those present and voting
are required for disciplinary action:
1)

Expulsion requires the affirmative vote
of two-thirds of those present and voting

2)

The following sanctions require the
affirmative vote of a majority of those
present and voting:
a)

suspension of membership for up to
two years

b)

admonishment

c)

specified CPE courses

d)

peer review of the respondent's
practice

12.

The hearing panel shall then consider the question of
whether to recommend that the ethics charging authority
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bring charges against the respondent before the appro
priate state board(s) of accountancy to seek suspension
or revocation of the respondent’s CPA certificate or
right to practice public accounting by the said board(s).

13.

All parties to the hearing prior to executive session
and the reporter are invited back into the room.

The

chairman reconvenes the hearing on the record and reads
the hearing pa n e l ’s decision.

14.

Upon a finding of guilty, the Secretary of the Joint
Trial Board Division informs the respondent that the
decision and the respondent's name will be published in
The CPA Letter and that the State Board of Accountancy
will be notified of the decision.

He also instructs

the respondent that the decision is final and that
there is no right to request a further review under the
rules of procedure and practice of the Joint Trial Board
Division.

15.

No publication of the decision or disclosure of name
shall be made upon a finding of not guilty unless
requested by the respondent.
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The following guidelines will be considered by a
hearing panel when deliberating a reinstatement request:
Fundamental Questions
If the applicant were reinstated:
a. Would the public interest be better served?
b. Would the profession be professionally
strengthened?
c. Would the Institute be in a better position
to prevent further acts discreditable to
the profession?
d. Would the applicant be a better professional?
e. Would the reputation and public image of the
profession be damaged?

Evidentiary Questions
a. Review of the nature of the offense and any
mitigating circumstances.
b. Time lapse since the offense.
c. Employment and professional development
activities since the offense.
d. Status of state society memberships and *
licenses.
e. Indications of professional rehabilitation.
f. Understanding of the applicant with respect
to the seriousness of acts discreditable to
the profession.
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g.

Applicant’s attitude, whether conciliatory
or hostile.

h.

Likelihood of repetitive violations.

i.

Quality of letters of reference submitted.

j.

Applicant’s reaction to invitation for
appearance before the hearing p a nel.
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Appendix D

K
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ENFORCEMENT PROCEDURE CHART

Appendix E

ENFORCEMENT PROCEDURE

COMPLAINT

—

—

can be filed with
either AICPA or
state society

AICPA refers all cases to state
society except:
1. multi state jurisdiction cases
2. cases in litigation
3. cases of broad national con
cern.

AICPA
Ethics
Division

State Society
Ethics
Committee

If litigation prevents a complete
response, case would be referred
to AICPA for suspense file. Also,
state society can request AICPA
to process any case.

apparent
violation

apparent
violation

X
Inquiry closed if no
violation.
Notify
respondent & state society.

Suspense
file if
case in
litigation

AICPA Ethics Division
Executive Committee

may reprimand
upon concur
rence of state
society .

Inquiry closed if
no violation.
Notify respondent
and AICPA.

may refer case to
Trial Board upon
concurrence of
state society.

JOINT TRIAL BOARD DIVISION
Chairman elected by Joint Trial Board Executive
Committee.
Secretary - AICPA Staff Member

Panel of 9
NATIONAL REVIEW BOARD
(Tribunal of original and review
jurisdiction)
12 members elected bv A ICPA Council.
No more than one from any one state.
Chairman appointed from membership
of National Review Board by Chair
man of AICPA with approval of its
3oard of Directors.
Secretary - AICPA Staff Member

Chairman & 8 members elected
by chairman of National
Review Board.
Decision of Panel Final.

if request for
direct hearing or
review granted

Ad Hoc Screening

C om m ittee________
3 members from N a t l.
Review Bd. c h o sen by
c h a irm a n o f N a tio n a l
Review Board

request for direct
hearing by National
Review Board

Secretary
Joint
Trial Board
Division

12 Regional Trial Boards

REGIONAL TRIAL BOARD - REGION I
(Tribunal of original jurisdic
tion) Chairman elected to oneyear term by Chairman of AICPA
with approval of Board of Direc
tors.
Secretary - AICPA Staff
Member.
One member from each
state in region designated by
state society.
State comprising
a region by itself entitled to
three members.
State having
more than 6,000 AICPA members
& not a region by itself entit
led to two members.

any r e q u e s t f o r re v ie w
m ust be f i l e d w ith t h e
S e c re ta ry o f J o in t
T r i a l B oard D iv is io n
w i t h i n 30 d a y s

Panel of 5
Regional Trial Board
Chairman appoints 2
members from region
and appoints one of
them chairman. Three
members appointed by
state society from
respondents’ state
(or by Chairman of
Division /F state
society not a par
ticipant in joint
ethics enforcement
plan).
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APPENDIX L
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF A MEMORANDUM FILED WITH A
HEARING PANEL OF A REGIONAL TRIAL BOARD
ON BEHALF OF AN ETHICS CHARGING AUTHORITY
(Manual Reference:

Paragraph 4.17)
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APPENDIX L
(continued)

BEFORE A HEARING PANEL OF THE NINTH REGIONAL
TRIAL BOARD OF THE JOINT TRIAL BOARD DIVISION
In the matter of
, CPA
JURISDICTION
Mr. ____________is a member of the AICPA and the FICPA.

(Tab 1)*

He holds certificate No. _____ issued by the State Board of
Accountancy of the State of New York.

(Tab 2)**

A prima facie case has been found against Mr. ________________by
the Committee on Professional Ethics of the Florida Institute
of CPAs and by the AICPA Ethics Division.

The Committee on

Professional Ethics of the FICPA is the Ethics Charging Authority
in this case.

(Tab 3)

Mr. ________________ has been notified of these charges in accord
ance with the Rules of Practice and Procedure of the Joint Trial
Board Division.

(Tab 4)

*References are to the tabs attached
**Florida Reciprocal Certificate No.

SEE ADDENDUM FOR EXPLANATION OF THE TABS
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APPENDIX L
(continued)
ETHICS CHARGING AUTHORITY ("ECA") CASE

Introduction

The respondent’s report on the balance sheet of________________
______________________, Inc. at December 31, 1978 was sent to the
Florida Institute of CPAs Ethics Committee by Messrs. ___________
_____________, Attorneys at Law, as a complaint against the
respondent.

(Tab 5)

The FICPA considered the complaint and identified a list of
deficiencies relating thereto.

(Tab 6)

Mr. ___________________ after initial difficulty in contacting
him, finally replied to the FICPA Ethics Committee (Tab 7) which
recommended that the matter be taken to this regional trial board.
The AICPA Ethics Division Technical Standards Subcommittee con
curred in March, 1980 and the Executive Committee agreed with the
recommendation to bring a joint trial board action in April, 1980.
RESPONDENT VIOLATED RULES 201, 202 and 203
OF THE FICPA AND THE AICPA CODES
The ECA relies upon the material set forth at tabs 5, 6 and 7 to
establish the charges together with the oral presentation to be
made by Mr. Harry J. Becker, Jr., chairman of the FICPA Ethics
Committee at the hearing.
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APPENDIX L
(continued)

ADDENDUM
Tab 1

-

Membership Proof - AICPA and state society

Tab 2

-

Proof of continuation of current membership

Tab 3

-

The formal summons to the hearing

Tab 4

-

The proof of service of the formal summons

Tab 5

-

The financial statements which are at issue

Tab 6

-

An analysis by the FICPA ethics committee of the
deficiencies in the statements at Tab 5. In this
case, respondent made his comments on the face of
this document.

Tab 7

-

Certain relevant correspondence
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APPENDIX M
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF APPROPRIATE LETTERS
OF ADMINISTRATIVE REPRIMAND
(Manual Reference:

Paragraph 4.24)

M-I

No directives.

M-II

With directive to complete specified CPE courses.
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APPENDIX M-I

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE ADMINISTRATIVE REPRIMAND
(Manual Reference:

Paragraph 4.24)

(Investigation I.D. Code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Re:

(Subject matter of the investigation)

Dear __________________:
In its investigation of the above captioned matter, the (name of
ethics committee that conducted the investigation) found prima
facie evidence that you violated Rule
of the Rules of
Conduct of the AICPA Code of Professional Ethics in that you did
not observe the requirements of (identification of the interpre
tation, rulings, and/or paragraphs or sections of enforceable
professional and regulatory literature). Specifically, the evi
dence shows that you (summary of the respondent's conduct that
constituted the violation).
After considering the gravity of the violation, the committee has
decided, with the concurrence of the (name of concurring ethics
committee), to issue an administrative reprimand to you.
This letter constitutes the joint administrative reprimand of you
by the (name of ethics committee that conducted the investigation)
and the (name of the concurring ethics committee).
This reprimand is confidential. Copies of this letter will be
retained in the confidential files of the AICPA and (name of par
ticipating state society), but there will be no publication of
this reprimand in the CPA Letter or other publication of the AICPA
or (name of participating state society).
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APPENDIX M—I
(continued)

Please be advised that you may reject the aforesaid reprimand.
Such a rejection must be in writing addressed to (name and address)
and received by (him)(her) within 30 days of the date of this
letter. If you reject this reprimand, the matter may be brought
to a hearing panel of the trial board for a hearing. At such a
hearing, the panel may agree or disagree with the determination
of the committees and impose a greater or lesser penalty as it
deems appropriate in the circumstances.
Very truly yours,

(s)
(Title)
c c :

M-4
APPENDIX M-II
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE ADMINISTRATIVE REPRIMAND
(With directive, to complete specified CPE courses)
(Manual Reference;

Paragraph 4 .24)

(Investigation I.D. Code )

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Re:

(Subject matter of the investigation)

Dear ________________
In its investigation of the above captioned matter, the (name of
ethics committee that conducted the investigation) found prima
facie evidence that you violated Rule ____ of the Rules of Con
duct of the AICPA Code of Professional Ethics in that you did not
observe the requirements of (identification of the interpretations,
rulings, and/or paragraphs or sections of enforceable professional
and regulatory literature). Specifically, the evidence shows that
you (summary of the respondent's conduct that constituted the
violation).
After considering the gravity of the violation, the committee has
decided, with the concurrence of the (name of concurring ethics
committee), to issue an administrative reprimand to you and to
direct you to complete the following continuing professional edu
cation courses before (date)________________ :
Course____________________

Hours

This letter constitutes (a) the joint administrative reprimand of
you by the (name of ethics committee that conducted the investi
gation ) and the (name of concurring ethics committee), (b) their
directive to you to complete the continuing professional educa
tion courses specified in the preceding paragraph before
(date)______ , and (c) their further directive to you to furnish
satisfactory evidence of completion of the specified courses to
on or before (date)
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This reprimand is confidential. Copies of this letter will be
retained in the confidential files of the AICPA and (name of par
ticipating state society), but there will be no publication of
this reprimand and the committees' directives in the CPA Letter
or other publication of the AICPA or the (name of participating
state society).
Please be advised that you may reject the aforesaid reprimand and
directives. Such a rejection must be in writing addressed to
(name and address) and received by (him)(her) within 30 days of
the date of this letter. If you reject this reprimand and direc
tives, the matter may be brought to a hearing panel of the trial
board for a hearing. At such a hearing, the panel may agree or
disagree with the determination of the committees and impose a
greater or lesser penalty as it deems appropriate in the cir
cumstances.
Very truly yours,

(s)
(Title)
cc:
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE LETTER OF MINOR VIOLATION
(Manual Reference:

Paragraph 4.27)

(Investigation I.D. Code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of respondent)
Re:

(Subject matter of the investigation)

Dear _______________
In its investigation of the above captioned matter, the (name of
ethics committee that conducted the investigation) found prima
facie evidence that you violated Rule
of the Rules of Con
duct of the AICPA Code of Professional Conduct in that you did
not observe the requirements of (identification of the interpre
tations, rulings, and/or paragraphs or sections of enforceable
professional and regulatory literature). Specifically, the evi
dence shows that you (summary of the respondent's conduct that
constituted the violation).
The committee has, however, decided, with the concurrence of the
(name of concurring ethics committee), that the violation is not
of sufficient gravity to warrant any action other than issuing
this letter of minor violation.
Very truly yours,

(s)
(Title)
cc:
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APPENDIX O
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
EXAMPLE OF AN APPROPRIATE REQUEST FOR CONCURRENCE
(When Prima Facie Evidence of Violation Found)
(Manual Reference:

Paragraph 4.41)

(Investigation I.D. Code)

(Date)

PERSONAL AND CONFIDENTIAL
(Name and address of the appropriate
representative of the body from
which concurrence is being sought)
Re:

(Identification code of the investigation)
(Name of respondent)

Dear ______________:
In its investigation of the above named respondent, the (name of
ethics committee that conducted the investigation) found prima
facie evidence that (he)(she) violated Rule
of the Rules
of conduct of the AICPA code of Professional Ethics in that (he)
(she) did not observe the requirements of (identification of the
interpretations, rulings, and/or paragraphs or sections of enforce
able professional and regulatory literature). Specifica1ly, the
evidence shows that (he)(she) (summary of the respondent's con
duct that constituted the violation).
After considering the gravity of the violation, the committee
decided, with the approval of the (name of any higher echelon
group whose approval was required and obtained) and subject to
the concurrence of the (AICPA Ethics Division or ethics committee
of a named participating state society), to (description of the
committee's decision including, if an administrative reprimand
with required CPE is to be issued, a listing of the courses to be
specified and the time limit to be set).
This letter constitutes the committee's request for concurrence.
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(continued)
Enclosed is a copy of a file that includes the minimum infor
mation described in paragraph 4.42 of the JEEP Manual.
Very truly yours,

(s)
(Title)
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APPENDIX P
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
FORM AND INSTRUCTIONS USED TO OBTAIN
INFORMATION FOR A RECENT SEMI-ANNUAL
REPORT OF ETHICS INVESTIGATIONS
(Manual Reference:

Paragraph 5.7)
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FIRST REMINDER
(July 29, 1980)
June 25, 1980

To:

State Society Ethics Committee Chairmen
And Executive Directors

Ladies and Gentlemen:
An important element of the Joint Ethics Enforcement Program is
its semi-annual report of ethics investigations. The June 9, 1980
issue of the CPA Letter contains the report (copy attached) for
the full year 1979. Due to the confidential nature of our work,
this statistical report is the only information we can release to
the public. It is read by CPAs and others interested in the pro
fession and its activities. In short, this report is an important
statement of the profession’s work in ethics enforcement.
For our
must be
all new
of what
we fall
is less

joint enforcement program to function efficiently care
taken to monitor activity in all open investigations and
ones coming to our attention. We need to know the details
you're doing and we need to inform you of what we do. If
short of this complete information exchange our program
than satisfactory to us and to those viewing our work.

It is again time for us to ask your cooperation in providing
statistical information for the period January 1 - June 30, 1980.
To the extent the report of your state society's ethics enforce
ment activity for the first six months of 1980 is not submitted
on a timely basis or is incomplete, the total activity report is
uninformative, and tracking the progress of investigations and
cases in litigation is virtually impossible.
Attached is a somewhat revised statistical report for your use.
Please complete the form and return it to me on or before July
31, 1980. Please list on a separate sheet the names of cases
which are now in litigation. Please search your records so that
all case information is reported on the attached sheet.
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As we have done in the past, below are the guidelines for com
pleting the attached statistical report.
1.

Where violations of more than one rule are alleged,
your judgment of the dominant violation should
determine the column to be used in the detailed
breakdown.

2.

The report should include all situations where an
investigation is required. In this connection:
A.

Complaints where, if the allegation were true,
a violation of the State Society and/or AICPA
ethics code might exist should be included.

B.

Complaints or staff generated investigations
(normally arising from newspaper articles, etc.)
where it is not possible to determine whether an
ethics violation has occurred until an investi
gation has been made should be included.

C.

When a complaint is received by the State Society
and AICPA at the same time, it should be included
only if an investigation is undertaken by the
State Society.

D.

Complaints where, if the allegations were true,
it would not be a violation of the State Society
or AICPA code, should not be included since no
investigation is required.

E.

Complaints on non-members should not be included
since no investigation can be made.

We appreciate your cooperation on this important project.
have any questions please telephone me at (212) 575-6209.
you.
Sincerely,

Herbert A. Finkston
Director
Professional Ethics Division

If you
Thank
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HAF:
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Semi-Annual Report of Ethics Enforcement Activity
__________State Society

January 1, 1980 through June 30, 1980
Investigations:
Open at start of period
Opened during period

Total

Behav. Tech.

Indep.

_____
_____

_____
_____

_____
___

Total
Dispositions i n period:
Expelled - under automatic
provisions of bylaws
Suspended - under automatic
provisions of bylaws
Trial Board - Expelled
Trial Board - Suspended
Administrative reprimand issued
Constructive comment letters issued
No violation findings
Prima facie cases in process of
being prepared for submission to
Joint Trial Board
Subtotal-Deduct
Open at end of period
Cases held pending outcome of
investigation
Cases in litigation

_____
_____
_____

_____
_____
_____
___

_____
_____
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Joint Ethics
Enforcement
Program Reports
1979 Activity

In line with the Institute’s policy of reporting'
on disciplinary matters, the AICPA's professional
ethics division has udpated its statistics on
the disposition of ethics investigations pro
cessed under the AICPA's Joint Ethics Enforcement
Plan (JEEP) and the ethics enforcement commit
tees of 42 participating state CPA societies.
The statistics below constitute a year-end
report for 1979. The cases referred to the
Institute's Joint Trial Board may not have all
been heard by the board.
DISPOSITION OF ETHICS INVESTIGATIONS
INVESTIGATIONS*
Open at start of period
Opened during period
Total

1979
532
389
921

SUBTRACT DISPOSITIONS DURING YEAR
Expelled - under automatic provisions
of bylaws
Suspended - under automatic provisions
of bylaws
Trial Board -Expelled
Trial Board -Suspended
Trial Board -Admonished
Trial Board -Not Guilty
Trial Board -Resignation accepted
National Review Board - ad hoc
committee denial of request for
review of Trial Board Decision
Administrative reprimands issued
Constructive comment letters issued
No violation found
Prima Facie cases in process of
being prepared for submission to
Joint Trial Board
Subtotal

14
446

INVESTIGATIONS OPEN AT END OF YEAR
Deferred due to litigation
Under investigation
Subtotal
Total

131
344
475
921

7
8
1
4
4
3
1
1
40
66
297

*These data refer to cases and not the number
of respondents in a case. An investigation
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is opened at point where file contains evi
dence a Code violation may have occurred.
Conference
for CPAs in
Industry Set

The AICPA will hold its fifth annual national
conference for CPAs in industry on September 26
at the Hyatt Regency Hotel in Los Angeles.
Designed to meet the special interests of this
portion of the membership, the program will
include Philip B. Chenok, newly named AICPA
president; William S. Kanaga, incoming AICPA
chairman; Roy I. Ash, chairman and chief exec
utive officer; AM International; and A. A.
Sommer, Jr., recently elected public member of
the Institute's board of directors.
Further details will be forthcoming.
Registration is $75. For further information,
contact the AICPA meetings department.

The CPA Letter (ISSN 009-792x), June 9, 1980. Published semimonthly,
except July and August when monthly. Publication and editorial
office: 1211 Avenue of the Americas, New York, N.Y. 10036.
Second-class postage paid at New York, N.Y. 10036 Copyright © 1980
American Institute of Certified Public Accountants, Inc.
Executive Editor: Roderic A. Parnell
Editor: Stephen H. Collins

Sample Report

Q -1
3.6.2 Permanent Committees, Boards, and Divisions

The following shall be permanent committees, boards, or divisions of
the Institute: the nominations committee (see section 3.6.2.1); the
professional ethics division (see section 3.6.2.2); the trial board (see
section 3.6.2.3); and the board of examiners (see section 3.6.2.4).
(See implementing resolution, page 23.)
3.6.2.1 Nominations Committee

There shall be a nominations committee composed of eleven members
of the Institute, elected by the Council in such manner as the Council
shall prescribe. It shall be the responsibility of the committee to make
nominations for the offices of chairman of the board of directors, vice
chairman of the board of directors, board vice presidents, treasurer, the
elected members of the board of directors, the national review board,
and the Council, as elsewhere provided in these bylaws, and to
apportion among the states directly elected Council seats pursuant to
section 6.1.2.
(See implementing resolution, page 24.)
3.6.2.2 professional Ethics Division

The executive committee of the professional ethics division shall serve
as the ethics committee of the Institute, and there shall be such other
committees within the division as the board of directors shall authorize.
The executive committee shall (1) subject to amendment, suspension,
or revocation by the board of directors, adopt rules governing procedures
consistent with these bylaws or actions of Council to investigate
• potential disciplinary matters involving members, (2) arrange for pres
entation of a case before the trial board where the committee finds
prima facie evidence of infraction of these bylaws or of the code of
professional ethics, (3) interpret the code of professional ethics, (4)
propose amendments thereto, and (5) perform such related services
as the Council may prescribe.
(See implementing resolution, page 25.)
3.6.2.3

Trial Board

There shall be a trial board consisting of members possessing a valid
and unrevoked certified public accountant certificate to adjudicate
disciplinary charges against members of the Institute pursuant to
section 7.4. Members of the trial board shall be elected by the Council
for such terms as the Council may prescribe.
The trial board is empowered to adopt rules, consistent with these
bylaws or actions of the Council, governing procedure in cases heard
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standing or against whom disciplinary proceedings or investigations
are pending and on applications for reinstatement of persons whose
resignation was accepted when in such classification.
(See implementing resolution, page 29.)
7.2

Termination of Membership for Nonpayment
of Financial Obligation

The board of directors may, in its discretion, terminate the membership
of a member who fails to pay his dues or any other obligation to the
Institute within five months after such debt has become due. Any
membership so terminated may be reinstated by the board of directors,
under such conditions and procedures as the Council may prescribe.
(See implementing resolution, page 29.)
7.2.1

Termination of Association of International
Associate

The Council may terminate the affiliation of an international associate
in its discretion.
7.3

Disciplinary Suspension and Termination of
Membership Without Hearing

Membership in the Institute shall be suspended or terminated without
a hearing for disciplinary purposes as provided in sections 7.3.1 and
7.3.2, under such conditions and by such procedure as shall be
prescribed by the Council.
(See implementing resolution, page 30.)
7.3.1

Criminal Conviction of Member

Membership in the Institute shall be suspended without a hearing
should there be filed with the secretary of the Institute a judgment of
conviction imposed upon any member for
A crime punishable by imprisonment for more than one year;
The willful failure to file any income tax return which he, as an
individual taxpayer, is required by law to file;
7.3.1.3 The filing of a false or fraudulent income tax return on his or
a client's behalf; or
7.3.1.4 The willful aiding in the preparation and presentation of a false
and fraudulent income tax return of a client; and
7.3.1.1
7.3.1.2

shall be terminated in like manner upon the similar filing of a final
judgment of conviction; however, the Council shall provide for the
consideration and disposition by the trial board, with or without hearing,
17
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of a timely written petition of any member that his membership should
not be suspended or terminated pursuant to section 7.3.1.1, herein.
7.3.2 Suspension or Revocation of Certificate

Membership in the Institute shall be suspended without a hearing
should a member’s certificate as a certified public accountant or license
or permit to practice as such or to practice public accounting be
suspended as a disciplinary measure by any governmental authority;
but, such suspension of membership shall terminate upon reinstatement
of the certificate, or such membership in the Institute shall be terminated
without hearing should such certificate, license, or permit be revoked,
withdrawn, or cancelled as a disciplinary measure by any governmental
authority. The Council shall provide for the consideration and disposition
by the trial board, with or without hearing, of a timely written petition of
any member that his membership should not be suspended or termi
nated pursuant to this section 7.3.2.
7.3.3 Trial Board Disciplining Not Precluded

Application of the provisions of section 7.3.1 and section 7.3.2 shall not
preclude the summoning of the member concerned to appear before
a hearing panel of the trial board pursuant to section 7.4.
7.4

Disciplining of Member by Trial Board

Under such conditions and by such procedure as the Council may
prescribe, a hearing panel of the trial board, by a two-thirds vote of the
members present and voting, may expel a member (except as otherwise
provided in section 7.4.3), or by a majority vote of the members present
and voting, may suspend a member for a period not to exceed two
years not counting any suspension imposed under sections 7.3.1 and
7.3.2, or may impose such lesser sanctions as the Council may
prescribe on any member if
He infringes any of these bylaws or any provision of the code of
professional ethics;
7.4.2 He is declared by a court of competent jurisdiction to have
committed any fraud;
7.4.3 He is held by a hearing panel of the trial board to have been
guilty of an act discreditable to the profession, or to have been convicted
of a criminal offense which tends to discredit the profession; provided
that should a hearing panel of the trial board find by a majority vote that
he has been convicted by a criminal court of an offense involving moral
turpitude, or any of the offenses enumerated in section 7.3.1, the
penalty shall be expulsion;
7.4.4 He is declared by any competent court to be insane or otherwise
incompetent;
7.4.1
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7.4.5 His certificate as a certified public accountant or license or permit
to practice as such or to practice public accounting is suspended,
revoked, withdrawn, or cancelled as a disciplinary measure by any
governmental authority; or
7.4.6 He fails to cooperate with the professional ethics division in any
disciplinary investigation of him or his partner or employee by not
making a substantive response to interrogatories or a request for
documents from a committee of the professional ethics division within
thirty days of their posting by registered or certified mail, postage
prepaid, to him at his last-known address shown on the books of the
Institute.
With respect to a member residing in a state which has entered into
an agreement approved by the Institute’s board of directors for the
conduct of joint trial board hearings, disciplinary hearings shall be
conducted before the appropriate hearing panel.
(See implementing resolution, page 31.)
7.5

R einstatement

The Council may prescribe the conditions and procedures under which
members suspended or terminated under sections 7.3 and 7.4 may be
reinstated.
(See implementing resolution, page 34.)
7.6

P ublication o f D isciplina ry A ction

Notice of disciplinary action pursuant to section 7.3 or 7.4 together with
a statement of the reasons therefor, shall be published in such form
and manner as the Council may prescribe.
(See implementing resolution, page 36.)
7.7

D isciplinary Sections Not to Be A pplied
Retroactively

Sections 7.3 and 7.4 shall not be applied to offenses of wrongful
conduct occurring prior to their effective dates, but such offenses shall
be subject to discipline under the bylaws of the Institute in effect at the
time of their occurrence.

8 Amendments
Amendments to these bylaws and the code of professional ethics shall
be accomplished in a manner consistent with this article.
19
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committee for the current year, no more than three of whom shall be
members of the Council, and no more than one of such three Council
members shall be a member of the board of directors. Other nominations
from the floor shall be permitted. Voting shall be by voice vote of the
incoming Council, or, if requested by a majority of those present, by
written ballot. A majority vote shall elect. The board of directors shall
recommend a chairman of the nominations committee for election by
the Council.
Under Section 3.6.2.2

Professional Ethics
Division

Resolved:

That in cases where the professional ethics executive committee
concludes that a prima facie violation of the code of professional ethics
or bylaws is not of sufficient gravity to warrant further formal action, it
may issue an administrative reprimand and may direct the member or
members concerned to complete specified continuing professional
education courses, provided, however, that there will be no publication
of such administrative reprimand in the Institute’s principal membership
periodical and the member concerned is notified of his right to reject
the reprimand. In the case of such a rejection, the professional ethics
executive committee shall determine whether to bring the matter to a
hearing panel of the trial board for a hearing.
Under Section 3.6.2.3

Trial Board

Resolved:

That the powers of the ‘‘trial board” set forth in bylaw section 3.6.2.3
shall be exercised by the joint trial board division which shall consist
of a system of regional trial boards and a national review board.
Regional trial boards shall be created for each appropriate geograph
ical region. The number and geographical composition of such regions
may be changed from time to time by the board of directors of the
Institute on recommendation of the joint trial board division as appears
appropriate to the efficient management of the business of the joint trial
board division. No state society shall be included in a region without
its consent.
Each regional trial board shall be composed of one member from
each state or territory in the region designated by the CPA society
president or as otherwise determined by the society board of directors. '
Any state not constituting a region by itself and having more than 6,000
members of the AICPA is entitled to one additional member on the
regional trial board. A state which constitutes a region by itself is
25
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entitled to designate three members to its regional trial board. A regional
trial board member must be a member of the AICPA and of a state
society and serves for a three-year term. Each regional trial board shall
have a chairman who is appointed annually from among the trial board
members in the region by the chairman of the AICPA with the consent
of its board of directors. No member of the Institute’s professional ethics
division or an ethics committee of a state CPA society having respon
sibility for investigating complaints and bringing disciplinary charges,
nor a member of a state board of accountancy charged with regulating
the profession of public accountancy, or of any other state agency
having similar responsibility shall be eligible for appointment to a
regional trial board.
The chairman of any regional trial board pursuant to rules to be
adopted by the joint trial board division shall appoint two trial board
members from his region including a chairman, who may or may not
be the chairman of the particular regional trial board, to hear and
adjudicate charges against members of the Institute or participating
state societies in the region under the provisions of section 7.4 of these
bylaws. The remaining three hearing panel members, who shall be
members both of the state society and the AICPA, shall be appointed
by the CPA society president or as otherwise determined by the board
of directors of the state society of. the state in which the respondent
resides from among its membership except that if a state has not
entered into an agreement of participation in the joint ethics enforcement
program, such remaining three panel members would be appointed by
the chairman of the joint trial board division. If the participating state
society chooses not to appoint the remaining panel members, the
chairman of the joint trial board division shall appoint the remaining
panel members from among members of the CPA society and the
Institute residing in the same region as the respondent.
The national review board shall consist of twelve members of the
Institute elected by Council. All persons elected to membership on the
national review board shall also be members of a state society, and no
two or more members of the national review board shall have their
principal place of practice in the same state. No member of the
Institute's professional ethics division or an ethics committee of a state
CPA society having responsibility for investigating complaints and
bringing disciplinary charges nor a member of a state board of
accountancy charged with regulating the profession of public account
ancy, or of any other state agency having similar responsibility shall be
eligible for appointment to the national review board. The chairman of
the national review board shall be appointed from the membership of
the national review board by the chairman of the AICPA with the
approval of its board of directors.
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There shall be a joint trial board executive committee which shall be
composed of the chairman of each region and six members of the
national review board appointed by the chairman of the national review
board. The executive committee shall adopt rules of procedure and
practice for the division. It shall elect a secretary of the division who
need not be a member.
The chairman shall appoint from the members of the national review
board a panel of not less than five members including a chairman, who
may or may not be the chairman of the national review board, to hear
and adjudicate either charges against members when the national
review board is tribunal of first instance, or to exercise the reviewing
jurisdiction as provided in Council resolution under section 7.4 of these
bylaws, which section shall govern as to the appointment of the ad hoc
committees as called for therein.
Upon the initial creation of the national review board the terms of
members thereof shall be staggered as follows: one-third shall serve
a term of one year; a second one-third shall serve a term of two years;
and a third one-third shall serve a term of three years. One-third of the
membership of th e national review board shall be elected annually
thereafter. When a state has more than one member on a regional trial
board, the terms shall be similarly staggered. No member of the national
review board or of a regional trial board may serve more than two
successive full terms.

Under Article 4

Financial Management and
Controls

Resolved:

That annual budgets and projections of revenues and expenditures for
the succeeding four years shall be prepared by the Institute’s staff,
reviewed and approved by the board of directors, and presented to
Council for approval at its meeting preceding the annual meeting; such
budgets shall be in a form indicating the costs of the principal programs
and activities of the Institute; material variations from the annual budget
shall be reported to the Council at its spring meeting by the board of
directors; receipt of such report without rejection shall constitute
authority to continue expenditures for purposes indicated in the annual
budget, as modified and presented at the spring meeting, until a new
budget for the following fiscal year is approved by the Council. However,
the board of directors may, between meetings of Council, authorize
additional expenditures in total not to exceed 5 percent of budgeted
revenues from all sources.
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Under Section 7.3

Disciplinary Suspension and
Termination of Membership
Without Hearing

Resolved:

(1) That the membership of a member who is convicted by a court of
any of the criminal offenses enumerated in section 7.3.1 of the bylaws
shall become automatically suspended upon the mailing of a notice of
such suspension, as provided in paragraph (5) of this resolution. Such
notice shall be mailed within a reasonable time after a certified copy
of a judgment of conviction of such criminal offense has been filed with
the secretary of the Institute.
(2) That the membership of a member who has been convicted by a
court of any of the offenses enumerated in section 7.3.1 of the bylaws,
and which conviction has become final, shall become automatically
terminated upon the mailing of a notice of such termination, as provided
in paragraph (5) of this resolution. Such notice shall be mailed within
a reasonable time after a certified copy of such conviction and evidence
that it has become final has been filed with the secretary of the Institute.
(3) That the membership of a member whose certificate as a certified
public accountant, or license or permit to practice as such or to practice
public accounting has been suspended as a disciplinary measure by
any governmental authority shall, except as provided in paragraph (6)
of this resolution, become automatically suspended upon the expiration
of thirty days after the mailing of a notice of such suspension, as
provided in paragraph (5) of this resolution. Such notice shall be mailed
within a reasonable time after a statement of such governmental
authority, showing that such certificate, license, or permit has been
suspended and specifying the cause and duration of such suspension
has been filed with the secretary of the Institute. Such automatic
suspension shall cease upon the expiration of the period of suspension
so specified.
(4) That the membership of a member whose certificate as a certified
public accountant, or license or permit to practice as such or to practice
public accounting has been revoked, withdrawn, or cancelled as a
disciplinary measure by any governmental authority shall, except as
provided in paragraph (6) of this resolution, become automatically
terminated upon the expiration of thirty days after the mailing of a notice
of such termination, as provided in paragraph (5) of this resolution.
Such notice shall be mailed within a reasonable time after a statement
of such governmental authority showing that such certificate, license,
or permit has been revoked, withdrawn, or cancelled and specifying
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the cause of such revocation, withdrawal, or cancellation has been
filed with the secretary of the Institute.
(5) That notices of suspension or termination pursuant to paragraph
(1), (2), (3), or (4) of this resolution shall be signed by the secretary of
the Institute and mailed by registered or certified mail, postage prepaid,
addressed to the member concerned at his last known address
according to the records of the Institute.
(6) That the operation of paragraph (1), (2), (3), or (4) of this resolution
shall become postponed if, within thirty days after mailing the notice of
suspension or termination, the secretary of the Institute receives a
request from the member concerned that the pertinent provision shall
not become operative. The request shall state briefly the facts and
reasons relied upon. All such requests shall be referred to the trial
board for action thereon by the trial board or by an ad hoc committee
thereof consisting of at least five members appointed by the chairman
of the trial board or vice chairman, when acting as chairman. If the
request is denied, the suspension or termination, as the case may be,
shall become effective upon such denial, and the member concerned
shall be so notified in writing by the secretary. No appeal to the trial
board shall be allowable with respect to a denial of such a request by
the ad hoc committee. If the request is granted, the suspension or
termination, as the case may be, shall not become effective. In such
event, the secretary shall transmit the matter to the professional ethics
division to take whatever action it considers proper in the circumstances.
A determination that paragraph (1), (2), (3), or (4) of this resolution
shall not become operative shall be made only when it clearly appears
that, because of exceptional or unusual circumstances, it would be
inequitable to permit such automatic suspension or termination.

Under Section 7.4

Disciplining of Member by
Trial Board

Resolved:

That
(1) Any complaint preferred against a member under section 7.4 of the
bylaws shall be submitted to the professional ethics division, which in
turn may refer the complaint for investigation and recommendation to
an ethics committee (or its equivalent) of a state society of certified
public accountants which has made an agreement with the Institute of
the type authorized in section 7.4 of the bylaws. If, upon consideration
of the complaint, investigation and/or recommendation thereon, it
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appears that a prima facie case is established showing a violation of
any applicable bylaws or any provision of the code cf professional
ethics of the Institute or any state society making an agreement with
the Institute referred to above or showing any conduct discreditable to
a certified public accountant, the professional ethics division or the
ethics committee of such state society shall report the matter to the
secretary of the joint trial board division who shall summon the member
involved to appear in answer at the next convenient meeting of a panel
of the appropriate regional trial board or a panel of the national review
board appointed to hear the case under paragraph 3(b) provided,
however, that with respect to a case falling within the scope of section
7.3 of the bylaws the division or such state society ethics committee
shall have discretion as to when and whether to report the matter to the
secretary for such summoning.
(2) (a) If the professional ethics division or state society ethics com
mittee shall dismiss any complaint preferred against a member or
shall fail to initiate its investigation within ninety days after such
complaint is presented to it in writing, the member preferring the
complaint may present the complaint in writing to the national review
board, provided, however, that this provision shall not apply to a
case falling within the scope of section 7.3.
(b) The chairman of the national review board shall cause such
investigation to be made of the matter as he may deem necessary,
and shall either dismiss the complaint or refer it to the secretary of
the joint trial board division who shall summon the member involved
thereby to appear before the panel appointed in paragraph (c)
hereof to hear the case.
(c) Prior to causing the investigation referred to in paragraph (a),
the chairman of the national review board shall designate six
members of the national review board who shall not be involved in
such investigation in order that five of them may be appointed to
an independent hearing panel if necessary. He shall report the
names of such members to the secretary of the joint trial board
division prior to any action under paragraph (a).
(3) For the purpose of adjudicating charges against persons subject
thereto as provided in the foregoing paragraphs of this resolution, the
following must take place:
(a) The secretary of the joint trial board division shall mail to the
member concerned, at least thirty days prior to the proposed hearing
by the appropriate regional trial panel appointed to hear the case
under the rules of procedure of the joint trial board division, written
notice of the charges to be adjudicated. Such notice, when mailed
by registered or certified mail, postage prepaid, addressed to the
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respondent concerned at his last known address, according to the
records of the Institute, or any participating state society if the case
involves a person who is not a member of the AICPA under an
agreement contemplated by section 7.4 of the bylaws, shall be
deemed properly served.
(b) Within thirty days of the mailing of the notice set forth in
paragraph (a) every respondent must move to exercise any right
he may have under the rules of procedure of the joint trial board
division to request a trial before a panel of the national review board
rather than the regional trial board to which he has been summoned
under paragraph (a). Any hearing in the matter shall be conducted
according to the rules of procedure of the joint trial board division,
which shall provide that such request shall not be granted as a
matter of right but shall be considered by an ad hoc committee to
be appointed by the chairman of the national review board and
composed of not less than three members of the national review
board. The ad hoc committee shall decide if the request shall be
granted or denied. The ad hoc committee's decision on this question
shall be final and subject to no further review. If the request is
granted the charges shall be heard by a panel of the national review
board constituted as set forth in the resolution under section 3.6.2.3
of the bylaws. In those cases in which such a request is granted
and a panel of the national review board makes a decision, there
shall be no further appeal of any kind.
(c) After hearing the evidence presented by the professional ethics
division or other complainant and by the respondent, the appropriate
trial panel hearing the case, a quorum present, by vote of the
members present and voting, may, in a manner consistent with
section 7.4 of the AICPA bylaws, admonish, suspend for a period
of not more than two years, or expel the member against whom the
complaint is made, provided that in any case in which the appropriate
trial panel finds that a member has departed from the profession’s
ethical standards, it may also direct the member concerned to
complete specified continuing professional education courses and
to report to the joint trial board upon such completion.
(d) In a case decided by a regional trial board the member
concerned may request a review of the decision by a panel of the
national review board, provided such a request for review is filed
with the secretary of the joint trial board division at the principal
office of the Institute within thirty days after the decision of the
regional trial board, and that such information as may be required
by the rules of the joint trial board division shall be filed with such
request. Such a review shall not be a matter of right. Each such
request for a review shall be considered by an ad hoc committee
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to be appointed by the chairman of the national review board, who
shall appoint an ad hoc committee of not less than three members
of the national review board who did not participate in any prior
proceedings in the case to consider each such request for review.
The ad hoc committee shall have the power to decide whether or
not such request for review by a panel of the national review board
shall be granted. The ad hoc committee’s decision shall be final
and subject to no further review. If such request for review is
allowed, a panel of the national review board as constituted as set
forth in the resolution under section 3.6.2.3 of the bylaws shall
review the decision of the regional trial board in accordance with
the rules of the joint trial board division. On such review, the panel
of the national review board may affirm, modify, or reverse all or
any part of the decision of the regional trial board or make such
other disposition of the case as it deems appropriate.
The national review board may by general rule indicate the
character of reasons which may be considered to be of sufficient
importance to warrant an ad hoc committee granting a request for
review.
(e) Any decision of any panel of the national review board including
any decision of an ad hoc committee shall become effective when
made, unless the decision of the panel or committee indicates
otherwise, in which latter event it shall become effective at the time
determined by the panel or committee. Any decision of a regional
trial board shall become effective as follows:
(i) Upon the expiration of thirty days after it is made, if no
request for review is properly filed within such thirty-day period.
(ii) Upon the denial of a request for review, if such request has
been properly filed within such thirty-day period and is denied
by an ad hoc committee.
(iii) Upon the effective date of a decision of a panel of the
national review board affirming the decision of an appropriate
trial panel in cases where a review has been granted by an ad
hoc committee.
(f) A quorum of any panel or ad hoc committee shall consist of a
majority of those appointed, unless otherwise provided in the rules
of the joint trial board division.

Under Section 7.5

Reinstatement

Resolved:

(1) That at any time after the publication in a membership periodical
of the Institute of a statement of a case and decision, on application of
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the member concerned, the appropriate panel of either the regional
trial board or the national review board which last heard the case and
whose decision provides the basis for the publication, may, by a twothirds vote of the members present and voting, recall, rescind, or modify
such decision, which action shall be published in the membership
periodical of the Institute. The denial of an application under this section
shall not prevent the member concerned from applying for reinstatement
under section (2) hereof.
(2) That
(a) Should a judgment of conviction or an order of a governmental
authority on which the suspension or termination of membership
was based under section 7.3 of the bylaws be reversed or otherwise
set aside or invalidated, such suspension shall terminate or such
member shall become reinstated when a certified copy of the order
reversing or otherwise setting aside or invalidating such conviction
or order is filed with the secretary of the joint trial board division,
who shall refer the matter to the professional ethics division for
whatever action it deems appropriate.
(b) A member who has been suspended or expelled by the joint
trial board division pursuant to section 7.4 of the bylaws may request
that the suspension terminate or may request reinstatement if a
judgment of conviction, an order or finding of any court, or an order
of the governmental authority on which the suspension or expulsion
was based has been reversed or otherwise set aside or invalidated.
Such request shall be referred to the joint trial board division
whereupon a hearing panel of the national review board composed
of five members designated by the chairman of the national review
board may, after investigating all related circumstances, terminate
the suspension or reinstate the member concerned by a majority
vote of the members present and entitled to vote.
(c) Except as provided in subparagraphs (a) and (b) of this
paragraph (2), a member whose membership has been automati
cally terminated under section 7.3, or who has been expelled by or
had his resignation accepted by a panel of the joint trial board
division may, at any time after three years from the effective date
of such termination, expulsion, or acceptance of resignation, request
reinstatement of his membership. Such request shall be referred to
the joint trial board division, whereupon the chairman shall designate
five members of the national review board to a hearing panel which
may, after investigation, reinstate such member on such terms and
conditions as it shall determine to be appropriate. If an application
for reinstatement under this subparagraph is denied, the member
concerned may again apply for reinstatement at any time after two
years from the date of such denial.
35

Q - 14
Under Section 7.6

Publication of Disciplinary
Action

Resolved:

That notice of disciplinary action taken under section 7.3 or 7.4 of the
bylaws and the basis therefor shall be published in a membership
periodical of the Institute. In the case of a suspension or termination
pursuant to section 7.3 of the bylaws, such notice shall be in a form
approved by the chairman of the trial board and shall disclose the name
of the member concerned. In any action pursuant to section 7.4 of the
bylaws, the trial board or sub-board hearing the case shall decide, by
a majority vote of the members present and voting, on the form of the
notice of the case and the decision to be published which shall disclose
the name of the member involved when the member is found guilty.
The statement and decision, as released by the chairman, trial board,
or hearing panel, shall be published in a membership periodical of the
Institute. No such publication shall be made until such decision has
become effective.
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APPENDIX R
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
GLOSSARY OF TERMS

(Manual Reference:

Paragraph 1.14)

Terms defined on succeeding pages of this appendix:
1.
2.

Ad hoc investigator
Administrative reprimand

23.
24.

3.

Applicable code of
professional ethics
Approval
Closing letter
Complaint
Concurrence
Concurring committee
Deferred investigation
Discipline (automatic)
Discipline (by a hearing
panel)
Ethics Charging Authority
("ECA")
Ethics committee
Evidence
Failure to cooperate
Finding
Firm
Hearing panel
Identifying code
Initial review
Interrogatories
Investigation

25.

4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.

Investigation summary
Joint Ethics Enforcement
Plan ("JEEP”)
Joint investigation
Letter of inquiry
Letter of minor violation
Meeting with respondent
Member
Opening letter
Opening statement
Other information
Participating state
society
Potential disciplinary
matter
Prima facie
Referral
Referring body
Requesting committee
Respondent
State board
State society
Temporary respondent
Timely investigation
Trial board
Violation
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1.

Ad hoc investigator

A member of the AICPA and/or a
participating state society who
is not a member of the ethics
committee that is conducting an
investigation, but who is
appointed to assist in per
forming the investigation.

2.

Administrative reprimand

A confidential written reprimand
sent by an ethics committee to
a respondent and citing the
respondent for violating an
applicable code of professional
ethics.

3.

Applicable code of pro
fessional ethics

A code of professional ethics that
a member must observe as a con
dition of membership in the AICPA
and/or one or more participating
state societies.

4.

Approval

The agreement with an ethics com
mittee' s finding and decisions
with respect to a respondent by
a higher echelon committee or
body.

5.

Closing letter

The letter sent to a respondent
when no prima facie evidence of
infraction of an applicable
code of professional ethics has
been found.

6.

Complaint

A written communication to an
ethics committee, a participat
ing state society, or the AICPA
Ethics Division, that implies,
alleges, or suggests that an
individual who is subject thereto
has, or may have, violated one
or more provisions of an appli
cable code of professional
ethics.

7.

Concurrence

The agreement by the AICPA Ethics
Division or a participating
state society in the finding
and decisions of the other with
respect to a respondent.
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8.

Concurring committee

An ethics committee that is
requested to concur in a finding
and decisions with respect to a
respondent.

9.

Deferred investigation

An investigation that has been
deferred at the request of the
respondent or his firm pending
completion of legal or regula
tory proceedings involving
issues in the investigation.

10.

Discipline (automatic)

Termination or suspension of mem
bership in the AICPA and/or one
or more participating state
societies without a hearing.

11.

Discipline (by a
hearing panel)

Termination or suspension of mem
bership in the AICPA and/or one
or more participating state
societies, or a lesser penalty
imposed by a hearing panel of a
Regional Trial Board or of the
National Review Board.

12.

Ethics Charging
Authority ("ECA")

An ethics committee that decides
to present a case to a hearing
panel.

13.

Ethics Committee

A committee, subcommittee, or
task force of the AICPA, a
participating state society,
or a chapter of a participat
ing state society that has the
authority to conduct an
investigation under the terms
of JEEP.

14.

Evidence

Anything that furnishes proof.

15.

Failure to cooperate

Refusal of respondent or other
member to respond to interrog
atories or to furnish requested
documents to an ethics committee
conducting an investigation as
required by applicable bylaws
or codes of professional ethics.
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16. Finding

A formal determination by an ethics
committee of the evidence
obtained during an investiga
tion.

17. Firm

A partnership, a professional
corporation, or a member prac
ticing as a proprietorship who
has professional employees.

18. Hearing panel

Five members of a Regional Trial
Board or of the National Review
Board chosen to hear a case
brought by an Ethics Charging
Authority (ECA).

19. Identifying code

A distinct alphabetic and/or
numeric identification code
that an ethics committee
assigns to an investigation.

20. Initial review

The initial procedure in an in
vestigation to determine
whether further investigation
is warranted.

21. Interrogatories

Questions put to a respondent or
other member by an ethics com
mittee as part of an investiga
tion.

22. Investigation

A series of procedures by which
an ethics committee seeks to
determine whether there is
prima facie evidence that a
member violated an applicable
code of professional ethics.

23. Investigation summary

One or more writings prepared to
(a) assist an ethics committee
in understanding the issues in
an investigation? (b) summarize
the extent, nature, and rele
vance of the evidence obtained?
(c) identify those provisions
of one or more applicable codes
of professional ethics that the
evidence suggests may have been
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violated by one or more respon
dents; and (d) summarize any
other information or data that
the writers conclude should be
considered by the committee in
making findings with respect to
the individual respondents.
24. Joint Ethics Enforcement
Plan ("JEEP")

A plan created by agreements be
tween the AICPA and participating
state societies. The purpose of
a JEEP agreement between the
AICPA and a state society is to
permit joint enforcement of
their respective codes of pro
fessional ethics with respect
to a member of either or both
by means of a single investiga
tion and, if warranted, a single
trial board hearing.

25. Joint investigation

An investigation made on behalf of
the AICPA Ethics Division and
one or more participating state
societies.

26. Letter of inquiry

A letter addressed to a firm seek
ing the names of those individual
members whose responsibilities
or duties indicate that they
were responsible for the sub
ject matter of an investigation.

27. Letter of minor
violation

A letter sent by an ethics com
mittee to a respondent and
citing the respondent for a
minor violation of an appli
cable code of professional
ethics.

28. Meeting with respondent

A meeting of representatives of an
ethics committee conducting an
investigation with a respondent
to discuss the issues and evi
dence in the investigation, give
the respondent an opportunity to
offer additional evidence, and,
if appropriate, put interroga
tories to the respondent.
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29. Member

A member of the AICPA and/or one
or more participating state
societies who is subject to JEEP.
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30.

Opening letter

The initial letter sent by an
ethics committee to a respondent

31.

Opening statement

A statement that a representative
of the ethics committee must
make at the beginning of a
meeting with respondent.

32.

Other information

Any information sent to, or
obtained by, an ethics commit
tee that alleges, implies, or
suggests the possibility that
a member or a firm may have
violated one or more provisions
of an applicable code of pro
fessional ethics.

33.

Participating state
society

A state society that has a JEEP
agreement with the AICPA cur
rently in force.

34.

Potential disciplinary
matter

An allegation, implication, or
suggestion that a member may
have violated an applicable
code of professional ethics.

35.

Prima facie

(a) True, valid, or sufficient
at first impression; apparent;
(b) self evident; (c) sufficient
to establish a fact or a case
unless disproved.

36.

Referral

The process by which a complaint
or other information that is
received or obtained by the
AICPA Ethics Division or by the
ethics committee of a participat
ing state society is referred
to the other for investigation.

37.

Referring body

The body (the AICPA Ethics Divi
sion or the ethics committee of
a participating state society)
that refers a complaint or other
information to the other body
for investigation.
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38.

Requesting committee

An ethics committee that requests
concurrence in its finding and
decisions with respect to a
respondent.

39.

Respondent

A member (not a firm) whom an ethics
committee (or its designee) con
ducting an investigation has
tentatively identified as poten
tially responsible, in whole or
in part, for an alleged,
implied, or suggested violation
of an applicable code of pro
fessional ethics.

40.

State board

A state board of accounting.

41.

State society

A state, territorial, or other
professional association or
society of CPAs.

42.

Temporary respondent

A partner or shareholder of a firm
who undertakes defined responsi
bilities during the period that
an investigation is deferred (see
Deferred investigation).

43.

Timely investigation

An investigation in which (a)
certain specified procedures
are completed within 90 days of
receipt of the complaint, other
information, or referral and
(b) the investigation is
completed and a finding is made
and approved within 15 months
(exclusive of any time during
which the investigation is
deferred pending the completion
of litigation) of receipt of
the complaint, other informa
tion, or referral.

44.

Trial board

A hearing panel of a Regional
Trial Board or of the National
Review Board.

45.

Violation

A member’s failure to observe one
or more provisions of an appli
cable code of professional ethics.
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DISCUSSION OF PRIMA FACIE VIOLATIONS THAT MAY WARRANT
PRESENTATION OF A CASE BEFORE THE TRIAL BOARD OR
IMPOSITION OF AN ADMINISTRATIVE REPRIMAND
(Manual Reference:
1.

Paragraphs 4.10, 4.11 and 4.12)

When an ethics committee finds prima facie evidence of infrac

tion of a code of professional ethics, it must decide whether the
violation is of sufficient gravity to warrant the presentation of
a case against one or more of the respondents before a hearing
panel of the appropriate regional trial board or impose an admin
istrative reprimand.

In making the decision about the gravity of

the violation, the committee focuses on the unique facts and cir
cumstances revealed by the evidence and exercises its collective
professional judgment.

Thus, definitive guidelines for evaluating

the gravity of violations are not included in text of the Joint
Ethics Enforcement Manual because they would tend to limit the
exercise of professional judgment by committee members.

When an

ethics committee concludes an investigation it should make a
determination that there is or is not prima facie evidence of
violation of a code rule or rules.

This determination should be

made without consideration of possible sanctions or their effect
upon the respondent.
2.

On the other hand, the AICPA Professional Ethics Executive

Committee recognizes that there should be an overall consistent

S-2
APPENDIX S
(continued)
pattern of committee action in JEEP cases.

The Committee also

recognizes that incoming members of an ethics committee frequently
seek counsel and advice from outgoing and continuing members about
the policies that govern committee actions, particularly the policy
for presenting cases before a hearing panel of the trial board.
3.

To respond to the needs described in the preceding paragraph

without attempting to limit the exercise of professional judgment
is difficult.
In general respondents are expected to know the ethics rules,
interpretations and rulings and should be treated as if they do.
The AICPA Professional Ethics Executive Committee has developed
the following examples of violations that may warrant presentation
of a case before the trial boards
a.

The respondent knowingly and willfully violated a rule of

conduct.
b.

The respondent has been automatically suspended under the

provisions of Section 7.3.1 or 7.3.2 of the AICPA Bylaws and
the violation is of sufficient gravity to warrant further
action beyond whatever suspension from membership has occurred.
c.

The violation is of Rule 102, 203 (which contains a

materiality test), 301, or 502.
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d.

The violation is of Rule 501, except that an administrative

reprimand may be issued or no action taken when the violation
is of Interpretation 501-1 and the records in question have
been returned to the client prior to the date of the finding.
However, a respondent whom the ethics committee finds retained
a client’s records for a second time should be sent to the
regional trial board.
e.

The violation is obvious from—
(1)

Rule 101 itself,

(2)

a general standard set forth in

Rule 201, or
(3)

one or more of the ten generally accepted

auditing standards.
f.

The respondent or his or her firm has departed in material

respects from interpretations covered by Rules 201 or 202 or
from technical standards promulgated under Rule 204.

(For

this purpose, an auditor who fails to observe the requirements
of SAS 41 will be considered to have departed in material
respects from interpretations covered by Rule 202.)
g.

In connection with alleged impairment of independence, the

following considerations should govern:
(1)

A respondent who performed an engagement
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requiring independence while he knowingly was
possessed of a direct financial interest in the
entity should be sent to the regional trial board.
(2)

A respondent who performed an engagement

requiring independence while in a position of
impairment described in a published interpretation
dr

4.

ruling should be sent to the regional trial board.

These examples are not all inclusive and assume that at the

date of the finding the member is still actively pursuing an
accounting, auditing, or financial career either within or without
the practice of public accounting.

These examples also assume

that the respondents in the trial board case will be the members
primarily responsible for the violation; a committee may wish to
issue an administrative reprimand or take no action with respect
to respondents in the investigation whose roles in the violation
were only contributory or secondary.
5.

Ethics committee members frequently ask whether it is appro

priate to consider such factors as the following in deciding
whether to present a case before the trial boards
a.

Attitude of the respondent.

b.

Occurrence of the violation during a busy season

or during a period of personal crisis.
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c.

The effect of disciplinary action on the respondent's

professional practice or personal situation (e.g., loss
of group insurance, publication in the CPA Letter).
Obviously, these and similar factors may enter into the exercise
of professional judgment.

However, the AICPA Bylaws require the

Professional Ethics Executive Committee to focus on the gravity
of the violation in deciding its course of action when prima facie
evidence of an infraction of a code of professional ethics is found.
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
JOINT ETHICS ENFORCEMENT MANUAL
FREQUENTLY ENCOUNTERED PROBLEMS IN ENFORCING ETHICS STANDARDS
(Manual Reference:

Paragraph 4.10)

Departures from GAAP
1.

A frequently encountered problem of ethics committees is

deciding which of the Rules of Conduct of the AICPA Code of
Professional Ethics has been violated when:
a.

a respondent reported on financial statements;

b.

the respondent was in the practice of public

accounting (as defined at ET 99.11) when the report
was issued;
c.

the financial statements are not in accordance

with generally accepted accounting principles (GAAP)
in one or more respects; and
d.

the departure(s) from GAAP are not appropriately

covered in the respondent's report on the financial
statements.
When all of these conditions are present, the respondent may have
violated one or more of Rules 203 ("Accounting Principles"), 202
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("Auditing Standards"), or 204 ("Other Technical Standards")
depending on the level of service performed by the respondent with
respect to the financial statements and whether the departure was
from an accounting principle promulgated by the Financial Accounting
Standards Board (FASB).
Audit
2.

If the conditions set forth in the preceding paragraph are

present, and if the respondent audited the financial statements,
he has violated Rule 203 if all three of the following conditions
are also presents
a.

The departure is from an accounting principle

promulgated by the FASB (including principles set
forth in Opinions of the Accounting Principles Board
or in Accounting Research Bulletins, to the extent
such principles have not been superseded or set aside
by the FASB);
b.

The departure has a material effect on the statements

taken as a whole; and
c.

The respondent cannot demonstrate that due to unusual

circumstances the financial statements would otherwise
have been misleading.
In connection with (c), a respondent who can demonstrate that "due
to unusual circumstances the financial statements would otherwise
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have been misleading" may still have violated Rule 203 if the
auditors’ report fails to describe the departure, the approximate
effects thereof, if practicable, and the reasons why compliance
with the FASB principle would result in a misleading statement.
Interpretation 203-1 discusses the question of what constitutes
"unusual circumstances" for purposes of Rule 203, and an ethics
committee must consider that interpretation before it makes a
finding (and it has the power to make such a finding) that a
respondent cannot demonstrate that "due to unusual circumstances
the financial statements would otherwise have been misleading."
3.

Rule 203 is concerned only with the use in audited financial

statements of accounting principles promulgated by the FASB (and,
as parenthetically explained in paragraph 2, its predecessors to
some extent).

Thus, Rule 203 may be more limited in its applica

tion than the "accounting principles" rules of those state boards
of accountancy and participating state societies whose codes differ
from the AICPA code.
4.

However, accounting principles promulgated by the FASB are

not applicable to the financial statements of all entities, nor
has the FASB promulgated principles of accounting covering all
types of economic events.

The absence of accounting principles

promulgated by the FASB does not preclude an auditor from opining
that the financial statements "present fairly...in accordance with
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generally accepted accounting principles...”

However, in the

absence of accounting principles promulgated by the FASB, an
auditor must either (a) observe the guidance set forth in Section
AU 411 of the then current edition of AICPA Professional Standards
("Section 411") or (b) justify a departure from such guidance.
5.

In the absence of accounting principles promulgated by the

FASB, an ethics committee may not find prima facie evidence that
a respondent has violated Rule 203.

However, the committee may

find prima facie evidence of a violation of Rule 202 if in its
collective professional judgment a respondent has departed from
the guidance contained in Section 411 and has not justified the
departure.

An ethics committee should not use Rule 202 when Rule

203 is applicable, and vice versa.
6.

The AICPA Professional Ethics Executive Committee has not

issued an interpretation of Rule 202 explaining the meaning of
"...departures...must be justified..."

Accordingly, an ethics

committee must exercise its collective professional judgment in
determining whether a respondent who has departed from guidance
contained in Section 411, has justified the departure.

An ethics

committee has the power to find prima facie evidence that a respon
dent has not justified such a departure, but it must recognize
that its professional judgment in such a situation may or may not
be sustained by a hearing panel if the case is presented to the
trial board.
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7.

As set forth in Interpretation 203-3, Statements of Financial

Accounting Standards (SFASs) issued by the FASB that stipulate
that certain information should be disclosed outside the basic
financial statements are not covered by Rule 203.

Similarly,

Statements on Auditing Standards (SASs) that establish the respon
sibilities of members with respect to standards of disclosure of
financial information outside the financial statements are not
covered by Rule 202, but are covered by Rule 204.

Accordingly, a

respondent who departs from applicable provisions of SASs that
establish such responsibilities, and who has not, in the collec
tive professional judgment of an ethics committee, justified such
departure, should be charged before a hearing panel or cited in an
administrative reprimand or letter of minor violation for violating
Rule 204.
Review or Compilation
8.

Rule 203 does not apply when a member reviews or compiles

financial statements in accordance with Statements on Standards
for Accounting and Review Services.

However, such Statements

describe circumstances in which a member who reviews or compiles
financial statements must disclose departures from GAAP in his
report.

When a respondent has failed to observe a requirement of

Statement on Standards for Accounting and Review Services, and
in the collective professional judgment of an ethics committee has
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not justified such failure, he should be charged or cited for
violating Rule 204.
Acts Discreditable
9.

Rule 501 ("Acts discreditable”) of the Rules of Conduct of

the AICPA Code of Professional Ethics (and any similar rule in the
code of professional ethics of a participating state society) does
not prohibit every form of conduct that an individual member of an
ethics committee may personally regard as distasteful or offensive.
The rule should be considered as prohibiting only those activities
that the consensus of expert opinion of the profession considers
reasonably necessary to protect the public interest.
exercised in the enforcement of Rule 501.

Care must be

Consultation with AICPA

Ethics Division legal counsel is urged since the legal power to
enforce rules of this type is now under attack.

(This statement

is based upon a note in American Law Reports, Annotated which
constitutes an analysis of a compilation of holdings of courts of
last resort considering appeals from actions of state boards of
accountancy imposing discipline on CPAs for "unprofessional
conduct.”)

